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            1                 MR. HANES:  Good morning, it's a
 
            2    pleasure to see you here this morning.  My name
 
            3    is Joe Hanes.  I'm with the Tennessee Department
 
            4    of Agriculture and we're pleased to be able to
 
            5    co-host this session along with USDA the Foreign
 
            6    Agriculture Service and the U.S. Trade
 
            7    Representative's office.  I think you will be
 
            8    hearing more about today's activities in just a
 
            9    few moments.
 
           10          It's my pleasure this morning to introduce
 
           11    the Commissioner of the Tennessee Department of
 
           12    agriculture, Dan Wheeler.  Mr. Wheeler has been a
 
           13    the commissioner of our department for
 
           14    approximately six years now.
 
           15          He is a native of Cumberland County,
 
           16    Tennessee, where he grew up on a livestock farm.
 
           17    He completed a 30-year career with the Tennessee
 
           18    Farm Bureau Federation ending that career as the
 
           19    chief administrative officer of that
 
           20    organization.  We're quite proud that in
 
           21    Tennessee we have the largest Farm Bureau



 
           22    Federation in the United States.  So Mr. Wheeler?
 
           23                 MR. WHEELER:  Thank you, gentlemen,
 
           24    very much.  I would like to add my welcome for
 
           25    all of us who are here with us this morning.  It
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            1    is my privilege on behalf of the State of
 
            2    Tennessee and Governor Don Sundquist.  I also
 
            3    want to welcome you on behalf of the Tennessee
 
            4    Department of Agriculture and also our co-hosts
 
            5    for this event, the USDA and the U.S. Trade
 
            6    Representative's Office.
 
            7          I'm particularly pleased to have
 
            8    Undersecretary Gus Schumacher here with us this
 
            9    morning.  Gus is a personal friend of mine and
 
           10    all of us who are involved in the State
 
           11    Department of Agriculture around the country,
 
           12    having served as Secretary of Agriculture for the
 
           13    State of Massachusetts.
 
           14          Gus has been with us before in Tennessee.
 
           15    The last time he was here he spoke to our
 
           16    Governor's conference in agriculture and forestry
 
           17    in Nashville.  While he was there he went down
 
           18    and bought a guitar -- banjo.
 
           19          I think he tried to get on the Grand Ol'
 
           20    Opry.  He didn't quite make that but he did buy a
 
           21    guitar.  I think he also bought a pair of western



 
           22    boots and hat, but he didn't tell us about that.
 
           23    He kept that under his hat.
 
           24          So, Gus, I'm assuming that while you're
 
           25    here in Memphis you'll go down to Beale Street
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            1    and buy a trumpet or a trombone and participate
 
            2    in some of the music culture here in Memphis as
 
            3    we'll be glad for you to do.
 
            4          But Gus is a -- Gus is a great fellow.  He
 
            5    comes from the State of Massachusetts but he has
 
            6    a great understanding of U.S. agriculture whether
 
            7    it be the Mid-South or Midwest or northeast, or
 
            8    whatever.  He serves U.S. agriculture in a very,
 
            9    very fine way.  We're glad to have you here with
 
           10    us this morning.
 
           11          I think it's appropriate that we're meeting
 
           12    here in Memphis for several reasons.  Memphis has
 
           13    long been recognized as a center of commerce and
 
           14    particularly of agriculture commerce.  I'm told
 
           15    that Memphis is the second largest inland port in
 
           16    the country, providing access to markets across
 
           17    the globe for billions of dollars worth of farm
 
           18    and forest products each year.
 
           19          Agriculture is one of Tennessee's core
 
           20    industries, if not the core industry, generating
 
           21    about two and a half billion dollars in cash



 
           22    receipts at the farm level and more than three
 
           23    billion dollars in raw and processed agricultural
 
           24    forest products enter export markets from
 
           25    Tennessee every year outpacing all other
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            1    commodities including chemicals, transportation,
 
            2    equipment and electronics.  That's a fact that is
 
            3    not really well-known or recognized in the
 
            4    general population and others in commerce as
 
            5    well.
 
            6          Agriculture has a tremendous impact on not
 
            7    only the economy of our state and this region but
 
            8    the quality of life and welfare or our whole
 
            9    region.
 
           10          All across the nation agriculture has been
 
           11    undergoing tremendous changes, certainly all of
 
           12    you know, and Tennessee is no exception.  Exactly
 
           13    what the future holds for us is not totally
 
           14    clear, but we know that the continued growth of
 
           15    U.S. Agriculture exports will be paramount to the
 
           16    health of our economy of our respective states
 
           17    and certainly our nation as a whole as we enter
 
           18    into the next century.
 
           19          The importance of U.S. agriculture exports
 
           20    underscores the significance of today's meeting.
 
           21    I want to applaud the work that the USDA and the



 
           22    Office of the U.S. Trade Representative work that
 
           23    they're doing preparing for the upcoming World
 
           24    Trade Organization Ministerial Conference in
 
           25    Seattle which is, of course, what this listening
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            1    session is all about today.
 
            2          Today's session, one of twelve scheduled
 
            3    across the country, will no doubt be important in
 
            4    bringing much needed attention to key agriculture
 
            5    issues to be discussed in Seattle.  Our ability
 
            6    to maintain and expand markets in a fair trade
 
            7    environment will determine to a larger extent the
 
            8    future of agriculture in our country.
 
            9          You know, all of us have said, I think
 
           10    rightly so, that given a level playing field that
 
           11    American farmers can compete with any farmers
 
           12    anywhere in the world.
 
           13          World agriculture and forestry products
 
           14    continues to be inherently strong despite
 
           15    economic problems that thwart that demand.  With
 
           16    the promise of the upcoming trade negotiations
 
           17    holds for advancing in market access and removing
 
           18    the trade barriers, American agriculture stands
 
           19    on the cusp, so to speak, of an even greater
 
           20    economic opportunity.
 
           21          I think it's almost impossible to imagine



 
           22    that 25 years ago that the export boom of the
 
           23    1970's could have been matched much less
 
           24    succeeded by the level of trade that we enjoy
 
           25    today.
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            1          During the 60's and 70's value and products
 
            2    account for one third of all U.S. Ag exports.
 
            3    Today value added products represent more than
 
            4    half the total value of U.S. agriculture exports
 
            5    which represents a tremendous change in the kind
 
            6    of stuff that we're sending abroad.
 
            7          After more than 60 years of supply and
 
            8    management programs in agriculture, American
 
            9    farmers are transitioning to a more market
 
           10    oriented system under the provisions of the last
 
           11    farm bill.
 
           12          Some say, and I agree, that upside profit
 
           13    potential should improve under those conditions
 
           14    but the downside risk also increases and
 
           15    competitive forces will also demand greater
 
           16    efficiency and innovation on the farm and better
 
           17    access to the expanding markets around the world.
 
           18          As agriculture and market forces which
 
           19    drive agriculture change, we have to change with
 
           20    those forces and we have tried to do that here in
 
           21    Tennessee.  We're working with farmers, agra



 
           22    business leaders, our federal partners in
 
           23    research and education institutions to help build
 
           24    greater economic opportunity both domestically
 
           25    and internationally.
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            1          We have dedicated significantly more
 
            2    resources for us in our department to support
 
            3    programs to focus exclusively on building foreign
 
            4    markets and increasing exports for Tennessee farm
 
            5    and forestry products.  I hope much of that is
 
            6    going on in all of the other states as well.
 
            7          The recent issues include for us the
 
            8    European Trade Mission for horticultural products
 
            9    one of the most promising areas of trade for our
 
           10    producers here in Tennessee as well as producers
 
           11    in other states and a reverse trade mission for
 
           12    Asian food buyers here as well.
 
           13          In July we will also host a Reverse Trade
 
           14    Mission for Horticultural Products.  Another
 
           15    priority area includes livestock trade with the
 
           16    long-standing relationship that we have in
 
           17    Mexico.  I believe these and other activities can
 
           18    and will make a difference to the future of our
 
           19    farmers here in Tennessee.
 
           20          The stage is now being set for the
 
           21    Ministerial Conference in November and will help



 
           22    determine the success of these and other programs
 
           23    that are undertaken at the state level.  That's
 
           24    why it's so important to us in our activities in
 
           25    the State Department of Agriculture and our
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            1    partners in both our sister agencies and private
 
            2    institutions as well.
 
            3          The international trade to a large extent
 
            4    is determined by relationships.  You do business
 
            5    with your friends.  In Tennessee we will support
 
            6    efforts to build trading relationships based on
 
            7    principles of fair and open trade.
 
            8          Too often we think only within the confines
 
            9    of our own state borders.  Cooperative efforts
 
           10    and partnering will be vital to the growth and
 
           11    development of markets for farmers across the
 
           12    country.
 
           13          We want continue to build on our
 
           14    cooperative relationship with the USDA's Foreign
 
           15    Agricultural Service, the Office of U.S. Trade
 
           16    Representative, our sister states, Southern
 
           17    United States Trade Association and other
 
           18    partners and organizations.
 
           19          Again, our thanks go out to all of you,
 
           20    particularly to our friends from our neighboring
 
           21    states for being with us with today.  I look



 
           22    forward to hearing all of your comments along
 
           23    with the panel members.
 
           24          In addition to those words of welcome, it
 
           25    is my privilege to introduce our moderator for
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            1    today and a great moderator.  Earl Manning was
 
            2    born and reared on a cotton, cattle dairy farm in
 
            3    Desoto County, Mississippi.  I doubt there's many
 
            4    cotton, cattle and dairy farmers left in
 
            5    Mississippi in terms of being that diversified.
 
            6          He earned a Bachelor of Science degree in
 
            7    agriculture from Mississippi State.  He has a
 
            8    Mississippi State bulldog on his lapel this
 
            9    morning.  He did last night at dinner as well.
 
           10          He is a dairy production major.  He did
 
           11    graduate study work to continue his education.
 
           12    Before becoming a progressive farmer he worked as
 
           13    an assistant heardman in the Tennessee area
 
           14    operations.  He was assistant to the associate
 
           15    and district sales representative of a major feed
 
           16    company.
 
           17          Earl joined the Progressive Farmer as an
 
           18    associate editor for the Kentucky Tennessee
 
           19    Edition in 1968.  Since 1974 he has served as the
 
           20    Mid-South regional editor based here in Memphis.
 
           21    His experience has led to numerous awards in both



 
           22    fields of agriculture and journalism.
 
           23          Earl is recognized as the Dean of Farm
 
           24    Journalism, not because he is so old or been
 
           25    there longer than anybody, he's just better and
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            1    we're honored to have him here as our moderator
 
            2    here today.
 
            3          We in Tennessee have a great deal of
 
            4    respect for Earl Manning.  He is a true
 
            5    professional and someone that we're proud of,
 
            6    proud to call a fellow Tennesseean, Earl Manning.
 
            7                 MR. MANNING:  Commissioner Wheeler,
 
            8    I appreciate the two generous introductions.  I
 
            9    wish Ruth could have been here to hear that.  I
 
           10    hope it's on tape.  I would like to take a copy
 
           11    home and play that back to her because she
 
           12    wouldn't believe a word of it.
 
           13          I do welcome you to Memphis.  We're not the
 
           14    capital of Tennessee but we are the queen city of
 
           15    agriculture in the lower Mississippi river
 
           16    valley.  I often tell people that here in Memphis
 
           17    we don't really know where we fit.  If I'm in
 
           18    Mississippi I say I'm from the leading city in
 
           19    north Mississippi or the leading city in eastern
 
           20    Arkansas, if I'm on that side of the river.
 
           21          But here in Tennessee sometimes I think



 
           22    that our state legislature would just as soon we
 
           23    kind of sluffed off the bluff and floated on down
 
           24    the river in the gulf.  I say that very
 
           25    facetiously but we do welcome you to Memphis.  I
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            1    would like to introduce some special people who
 
            2    are here.  Representing Senator Bill Frisk's
 
            3    office, Jim Humphries.  We're glad to have you
 
            4    here.
 
            5          Are there any other Congressmen
 
            6    representatives here?  Yes?
 
            7                 MR. ROGER (INAUDIBLE)   from
 
            8    Congressman Barry's office in Arkansas.
 
            9                 MR. MANNING:  Very good, from
 
           10    Congressman Barry's office.  We appreciate your
 
           11    being here.  Thank you.  Any other Congressional
 
           12    representatives?
 
           13          From the State Department of agriculture we
 
           14    have Larry Warton (phonetic); from South Carolina
 
           15    Department of Agriculture, Rick Cobb; from North
 
           16    Carolina, Mary Ellen Barker; from the Georgia
 
           17    Department of agriculture, Roger Barlowe; from
 
           18    the Mississippi Department of agriculture.
 
           19          Very good, up in the mountains there.
 
           20    We're glad to have you, too.  Did the
 
           21    commissioner ever arrive from South Carolina?



 
           22    There was a possibility that he might be here.
 
           23          The purpose of this listening session today
 
           24    is so that key people can listen to issues
 
           25    related to world trade, issues that start out in
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            1    the real world, out where it all starts, out in
 
            2    the farms and the ranches and here in this
 
            3    particular -- this is one of the 12 regional
 
            4    meetings that are being held now.
 
            5          They are being held in advance of the World
 
            6    Trade Organization negotiations that will be held
 
            7    in Seattle in November.  So this is very
 
            8    important work that you're doing here today and
 
            9    we appreciate those who have come to present your
 
           10    representative's statements to this distinguished
 
           11    panel of people.
 
           12          They will be -- presenters, I would remind
 
           13    you, you are here to address the panel.  This is
 
           14    your audience today.  The rest of us are here
 
           15    kind of listening to you, but these people are --
 
           16    these are the official listeners and we're
 
           17    grateful that they have come to be on our -- in
 
           18    our -- as a part of this session today.
 
           19          The conduct of the meeting each presenter
 
           20    will have ten minutes to present his or her case
 
           21    and we would ask you to stay on our topic and the



 
           22    topic here is world trade.
 
           23          There are many, many issues in agriculture
 
           24    right now, world trade being a vital one, but we
 
           25    would ask the presenters to please confine your
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            1    presentations to the business of international
 
            2    trading and how that affects your particular
 
            3    statement of agriculture.
 
            4          We will be announcing you in the order that
 
            5    the list has been given to me and when the
 
            6    presenters finish, the panel may respond or not.
 
            7    It's their call if they want something clarified,
 
            8    but be prepared to respond if you're asked a
 
            9    question or if a panelist needs to feel moved by
 
           10    the spirit to make some response to that.
 
           11          Ordinarily, though, the presenters, your
 
           12    information is important.  It's being recorded
 
           13    and it will be conveyed.  It will be -- receive
 
           14    new deliberation.
 
           15          At this point I would like to introduce the
 
           16    panel so that you will know to whom you are
 
           17    addressing these remarks today.  At the risk of
 
           18    breaching a long-standing Southern tradition
 
           19    where we present ladies the, we will break that
 
           20    step and we'll get to the distinguished lady from
 
           21    the Department of State, but the of all, we have



 
           22    from the U.S. Trade Representative's office, Bob
 
           23    Cummings.
 
           24          And Bob is from Connecticut.  He has
 
           25    experience as an economist both with the Economic
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            1    Research Service and then later with the
 
            2    Department of Agriculture Service within the
 
            3    USDA.  He joined the U.S. Trade Representative's
 
            4    office in 1977 where he is a senior economist in
 
            5    the Office of Agricultural Affairs.
 
            6          So Mr. Cummings, if you have any comments
 
            7    that you would like to make or remarks to address
 
            8    by way of introduction, please do.  You may do it
 
            9    from there or what's your pleasure?
 
           10                 MR. CUMMINGS:  Thank you very much,
 
           11    Earl, also Commissioner Wheeler for your efforts
 
           12    in arranging this opportunity for us to meet the
 
           13    agriculture producers as true representatives in
 
           14    the Mid-South.
 
           15          This is a listening session so I want to
 
           16    spend most of my time today hearing from the
 
           17    producers and industry representatives, but let
 
           18    me begin with some very brief remarks on the
 
           19    principles of our agricultural trade policies,
 
           20    the administration's view of the need for new
 
           21    trade negotiating round and the major



 
           22    agricultural (inaudible) is addressed.
 
           23          To begin with I think quite basically our
 
           24    agriculture trade policies rest on a few basic
 
           25    principles, opportunity, fairness and respect for
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            1    science.  American farmers are the world's most
 
            2    highly competitive and technically advanced and
 
            3    because of this have produced far more than we
 
            4    can even eat.
 
            5          That means we have the opportunity to
 
            6    export to 96 percent of consumers that live
 
            7    beyond our borders.  With 25 percent total farm
 
            8    receipts from agricultural exports we are and
 
            9    will be in the future increasingly relying on
 
           10    exports to remain profitable at home.
 
           11          Through the World Trade Organization we
 
           12    have created a set of international principles to
 
           13    insure open markets and fair trade for American
 
           14    producers.
 
           15          The WTO represents 50 years of bipartisan
 
           16    American leadership and creation of international
 
           17    trading system that breaks down foreign trade
 
           18    barriers and promotes rule of law.  It has helped
 
           19    to raise incomes, create jobs and promote
 
           20    American values of fair play and the rule of law
 
           21    (inaudible).



 
           22          We brought agriculture into the trading
 
           23    system in 1995.  Results have been very
 
           24    positive.  The talks which created the WTO,
 
           25    tariffs and foreign subsidies.  We have also one
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            1    consensus that health and food safety standards
 
            2    should be based strictly on science and concern
 
            3    of public health rather than serve as a disguise
 
            4    for barriers to imports.
 
            5          At the same time we created strong
 
            6    enforcement mechanism that makes sure our trade
 
            7    partners live up to their commitments and we have
 
            8    been most active (inaudible.)
 
            9          We have succeeded in 20 or the 22 cases
 
           10    that we have brought to (inaudible) WTO and 90 of
 
           11    these nearly half have addressed agricultural
 
           12    commodities from food sales to Japan, pork in the
 
           13    Philippines, dairy in Canada and, of course,
 
           14    those with respect to the European (inaudible).
 
           15          We have found more opportunities also for
 
           16    the series bilateral and regional agreements.
 
           17    For example, almonds in Israel, beef in Korea,
 
           18    grain in Canada, pork and poultry Philippines,
 
           19    apples in Japan and more.
 
           20          The most recent example, which is
 
           21    especially important to all of us here and in



 
           22    fact in agriculture in the entire country, is the
 
           23    bilateral sanitary and phytosanitary agreement
 
           24    that we reached with China in April.  This
 
           25    agreement was made possible by the WTO sanitary
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            1    and phytosanitary (inaudible) in 1995.
 
            2          This agreement that we have with China has
 
            3    already lifted China gain on citrus products,
 
            4    wheat and other grain from the Pacific Northwest
 
            5    and meat and poultry to all of USDA plants.
 
            6          When combining cuts in a wide range of
 
            7    China's tariffs agricultural products after China
 
            8    joins the WTO substantial increases in
 
            9    (inaudible) wheat and corn and the elimination of
 
           10    soybean oil and sunflower seed oil quotas.
 
           11          We expect to see significant increases in
 
           12    U.S. exports to China.  We believe that this
 
           13    agreement last year with China was a significant
 
           14    one and very good for U.S. agriculture.
 
           15          With that said our work is far from done.
 
           16    There remain numerous trade barriers and unsafe
 
           17    trade practices overseas.  We see a very
 
           18    disturbing pattern in Europe for disregard of
 
           19    scientific standards of biotechnology which
 
           20    presents an increasing threat to American
 
           21    agriculture exports.



 
           22          We are looking to build on the achievements
 
           23    of the Uruguay Round in another round of trade
 
           24    negotiations which will begin when the United
 
           25    States hosts and chairs the WTO conference in
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            1    Seattle which will start in November.
 
            2          We expect the round itself, or I should
 
            3    say, we hope the round itself will take far less
 
            4    time to conclude than the Uruguay Round did
 
            5    perhaps in a time frame and will address a number
 
            6    of issues around agriculture.  But there is no
 
            7    question that agriculture will be the (inaudible)
 
            8    agenda when the talks begin in Seattle.
 
            9          As Vice-president Gore said, our economy
 
           10    depends on fully productive, competitive
 
           11    agriculture and the round is our single biggest
 
           12    opportunity for trade policy to expand American
 
           13    agriculture access to foreign markets.
 
           14          So as we get ready for Seattle in the
 
           15    months ahead, we have been and we will be setting
 
           16    a very specific agenda.  Broadly speaking, we
 
           17    expect to address issues such as reducing tariffs
 
           18    and other barriers for product overseas,
 
           19    (inaudible) fair trade by eliminating foreign
 
           20    export subsidies and reducing trade domestic
 
           21    supports in sharing experience and fairness of



 
           22    trading, helping to guarantee the farmers and
 
           23    ranchers can use safe, modern technology through
 
           24    biotechnology without fear of trade
 
           25    discrimination and showing that American
 
 
 
                                H & N COURT REPORTING
                                    (901) 323-3132



                                                              22
 
 
 
            1    producers have the right to effective remedies in
 
            2    dumping subsidies and (inaudible).
 
            3          As we prepare for this work we are
 
            4    consulting with American industries and Congress
 
            5    and with our trade partners to set specific
 
            6    agendas.  We also need the advice from producers
 
            7    and others in agriculture on a specific agenda.
 
            8          And that's why we're here today is the best
 
            9    way to find out is simply to just ask.  We are
 
           10    here to listen to you as producers and experts
 
           11    and people involved in the industry.
 
           12          We want to hear your priorities and
 
           13    understand you personally and the problems you
 
           14    see in international trade and agree on the major
 
           15    opportunities we should expect to realize.
 
           16          I want to thank all of you for coming to
 
           17    help us with your thoughts and advice today and
 
           18    again, let me thank Commissioner Wheeler for
 
           19    hosting us and for all the work that his staff
 
           20    has done in organizing this session.  Thank you
 
           21    very much.



 
           22                 MR. MANNING:  Thank you, Bobby.  The
 
           23    next panelist that I would like to introduce is
 
           24    Amy Winton.  She is Chief of Agricultural Trade
 
           25    Policy Division and Economic and Business Bureau
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            1    in the Department of State and we're grateful to
 
            2    have a representative from the Department of
 
            3    State here.
 
            4          I think in the past they have not always
 
            5    had good communication between the Departments of
 
            6    Agriculture and State and we're grateful that
 
            7    you've come.  Would you come to the podium,
 
            8    please, and address the group.
 
            9                 MS. WINTON:  Thank you, Earl, and
 
           10    Commissioner Wheeler.  I don't know about my
 
           11    colleague Gus but I did have a chance to go to
 
           12    Beale Street last night and hear some absolutely
 
           13    wonderful music.  It was (inaudible) to Memphis.
 
           14          I'm very glad to be here today representing
 
           15    the State Department and I won't repeat what has
 
           16    been said by the USTR.  Gus will be following
 
           17    with more detail on the workings.
 
           18          I would like to note that the State
 
           19    Department will be working very closely in the
 
           20    months and years ahead with the USTR and the USDA
 
           21    to develop our position (inaudible).  We're very



 
           22    much aware of the increasingly close link between
 
           23    our prosperity at home and our (inaudible) strong
 
           24    foreign policy overseas.
 
           25          Trade, particularly agriculture trade, has
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            1    become increasingly critical for our domestic
 
            2    prosperity.  As we know we're preparing for that
 
            3    now and will be using overseas ambassadors abroad
 
            4    to seek support from U.S. (inaudible) and will
 
            5    also ask them to act as ears and eyes to our
 
            6    trade negotiators who will need to know exactly
 
            7    where our country stands on issues.
 
            8          But even more importantly now what our
 
            9    competitors are wanting at this upcoming trade
 
           10    negotiations is we want to know what our own
 
           11    farmers and ranchers learn from those talks.
 
           12          So we are very much looking forward to
 
           13    hearing your views and relaying those views back
 
           14    to our senior policy makers at the State.  I
 
           15    think Gus can attest to the fact that the State
 
           16    Department has increasingly taken a more active
 
           17    role in economic issues and trade issues,
 
           18    agricultural issues, in particular.
 
           19          So we, again, look very much forward to
 
           20    working with our colleagues and hearing all of
 
           21    your comments today and relaying them all back.



 
           22    Thank you.
 
           23                 MS. MANNING:  Another of our
 
           24    panelists, of course, is our own Tennessee
 
           25    Commissioner.  You have already heard from him.
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            1    But at this time I would like to present one of
 
            2    the very most respected people in American
 
            3    agriculture, Gus Schumacher, the Undersecretary
 
            4    of agriculture for Foreign Agricultural
 
            5    Services.
 
            6          He is a farm boy from, is it
 
            7    Massachusetts?  And he is working hard, you know,
 
            8    to work on that Massachusetts accent, but we're
 
            9    here to help him, you know, increase his
 
           10    knowledge and grasp and understanding of that.
 
           11    But he is from a family farm in Lexington,
 
           12    Massachusetts.
 
           13          He's respected from coast to coast.  We're
 
           14    fortunate to have him, number one, in the
 
           15    undersecretary's office in Washington and also
 
           16    here in Memphis for this listening session for
 
           17    the World Trade Organization.
 
           18          He has a presentation that will explain to
 
           19    us a background for the U.S. World Trade
 
           20    Organization.  Mr. Secretary?
 
           21                 MR. SCHUMACHER:  Can you hear me?  I



 
           22    think, Earl, this is being recorded so I will
 
           23    take that introduction to my wife and then we'll
 
           24    send your introduction maybe to Ruth as well.  I
 
           25    thank you very much.
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            1          I'm also glad to see so many friends here.
 
            2    Brett Cobb, friend from Tennessee.  We have
 
            3    worked very closely together.  I've known Brett
 
            4    for a long time.  Dan, delighted to see so many
 
            5    friends from Louisiana from the sugar industry.
 
            6    Jack (inaudible), he will be testifying here
 
            7    later.  He had me on a sugar harvester and he
 
            8    kept me safe, Jack.
 
            9          I did learn a lot down in Louisiana
 
           10    visiting the sugar industry and the importance of
 
           11    the small farmers, the family ownership of the
 
           12    mills.  It was very helpful.  The very tough part
 
           13    of our trade was on sugar.  We hope to hear some
 
           14    more about peanuts and cotton.
 
           15          Gentleman (inaudible) and my hometown of
 
           16    Lexington, Massachusetts, Dan, from Memphis.  Now
 
           17    he moved down here and represents cotton seed
 
           18    very, very well.  Great to see you here as well.
 
           19          As Amy said, we are working very hard
 
           20    across the Department.  This did not always
 
           21    happen in the past as Earl said.  I'm so happy



 
           22    that Earl is moderating.  Earl is the Dean of
 
           23    Agriculture and probably the most respected
 
           24    editor on agriculture issues and most
 
           25    knowledgeable.
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            1          But we haven't worked in the past, going
 
            2    back a number of decades, as closely (inaudible)
 
            3    our agencies.  That's why Amy and your leadership
 
            4    and the leadership of Joe (inaudible) who is now
 
            5    hopefully going on to be deputy secretary
 
            6    treasurer, but he has been terrific on getting
 
            7    the move forward on sanctions and we have more
 
            8    opportunities elsewhere on those operations as
 
            9    well.
 
           10          Don Landers is here from Arkansas and
 
           11    Dawson is here from the Governor's office.  So we
 
           12    have a very broad range of leaders from around
 
           13    the southern part of the United States.
 
           14          What we would like to do is take about 15
 
           15    or 16 minutes.  Jim (inaudible), Katherine
 
           16    McKinley here from my office and Catherine
 
           17    Cornelius did a marvelous job.
 
           18          We have -- this is the third of twelve as
 
           19    Dan just said as you try and get input from
 
           20    farmers, farm groups and farm leaders, farm
 
           21    organizations.



 
           22          When we go to Seattle, we go to Seattle in
 
           23    November, December of this year, we want to be
 
           24    able to say to our competitors that was have
 
           25    listened and have the support of American
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            1    agriculture and we move forward in getting
 
            2    further access to markets overseas and working
 
            3    through these very important trade issues.
 
            4          So if we start with a few -- the easiest
 
            5    thing is to go through a few slides we prepared
 
            6    which I find very educational myself.  Catherine,
 
            7    we can start with the second slide.
 
            8          The key here is -- the critical role that
 
            9    exports play in U.S. Agriculture that -- we're
 
           10    going to be looking at the role that the trade
 
           11    unions played in obtaining (inaudible) export and
 
           12    a lot (inaudible) realize that we had quite a lot
 
           13    of success despite the fall off of exports and as
 
           14    Bob Cummings outlined, what are our goals at U.S.
 
           15    Seattle.  Would you like to see some of those
 
           16    modified expanded or amplified.
 
           17          If you go to the next one -- especially
 
           18    here in Memphis with a long history of cotton
 
           19    exports and the role that the river has played,
 
           20    we have had a quite a bit of success.
 
           21          When I started, I think Brett you and I



 
           22    were together about in the early 90's we were
 
           23    bumping along 39, 42 billion in exports.  That
 
           24    went up to about 60 billion, the price but also
 
           25    volume in '96, softened a bit in '97, dropped in
 
 
 
                                H & N COURT REPORTING
                                    (901) 323-3132



                                                              29
 
 
 
            1    '98, and in '99 we're predicting about 49
 
            2    billion.  But that seems to have stabilized and
 
            3    we hope that we have now reached the bottom on
 
            4    our value of exports.
 
            5          Our volume is doing pretty well.  We're
 
            6    doing about a million tons of corn exports a
 
            7    year.  Those will be picking up with Korea coming
 
            8    back.  But we are really, really in our
 
            9    agriculture exports.  One in three harvested
 
           10    acres, 25 percent cash receipts, 96 percent of
 
           11    our customers are from overseas.
 
           12          You can get some flavor if you look at the
 
           13    overall economy, about 11 percent of our overall
 
           14    economy in manufactured export but then look at
 
           15    the agriculture.  At one point nearly -- we're
 
           16    nearly 30 percent and now we're down to 26 and
 
           17    we'll see that's likely to pick up in the
 
           18    future.
 
           19          Now this is our long-term trend.  I think
 
           20    my staff put a peak on there, that might be
 
           21    optimistic, but you can see that we expect in our



 
           22    base line projections you see the peak in '96 but
 
           23    you see the softening in '86, so we've had a
 
           24    pretty good run in the decade of '86 to '96.
 
           25          But the Asian crisis, the stronger dollar
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            1    and we had unusually good weather in most parts
 
            2    of the world over the last three or four years.
 
            3    So we've enjoyed -- normally there is some crisis
 
            4    somewhere but by in large the good Lord was
 
            5    helpful to agriculture in most parts of the world
 
            6    so our competitors, Argentina, Canada, China
 
            7    produced a lot of grain.
 
            8          But you can see that our economists are
 
            9    indicating that we may begin to bottom out and
 
           10    begin to climb back and exceed, probably by 2004
 
           11    the '96 levels and should go another five million
 
           12    by 2008.
 
           13          If we move then to the next slide.  This is
 
           14    a busy slide but I think it gives you a little
 
           15    flavor if you go around the country in some
 
           16    sectors how dependent we are on exports.  If you
 
           17    look at the sunflower seed oil there, 81 percent
 
           18    of sunflower see oil is export.  Almonds, which
 
           19    is a major crop very much in California, 70
 
           20    percent.
 
           21          But those of you in Tennessee there is



 
           22    cattle operation.  You have a very large cattle
 
           23    operation and 62 percent of the hides that come
 
           24    off of the cattle that you put into feed lots are
 
           25    exported in a significant part to Korea and that
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            1    collapsed.  We had a real problem with cattle
 
            2    hides.  That has begun to pick up again.
 
            3          Even in my own state, Massachusetts,
 
            4    lobster, thirty percent of those lobsters go
 
            5    overseas.  Mr. Barry's district is rice.  That's
 
            6    why Mr. Barry is always calling me about rice.
 
            7    He is encouraging me and counseling me to do more
 
            8    with rice which is what we were doing in our
 
            9    meeting last week.
 
           10          We see rice 46 percent, rice exported, and
 
           11    wheat 42 percent.  Down to cotton, a third of the
 
           12    cotton goes overseas.  We're going to have to
 
           13    work hard to get -- a good part of that 18
 
           14    million bail crop that is exported, animal fats,
 
           15    and so forth.
 
           16          You see the extraordinary variety of our
 
           17    exports up and the diversification of our exports
 
           18    over the last ten years is quite extraordinary.
 
           19          Now look at it a little differently, you
 
           20    can read the slide at the bottom of the number
 
           21    that we have.  For example, six billion dollars



 
           22    of soybeans goes overseas.  Corn, soy meal five
 
           23    million.
 
           24          Mexico actually this morning is even weak.
 
           25    Mexico has been one of the real star export
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            1    commodity despite the falling off in Asia will do
 
            2    well over six billion and four to five years we
 
            3    expect them to do ten billion.  Dan and I were
 
            4    talking about that this morning.  In Mexico
 
            5    concentrating on coarse grains, soybeans and our
 
            6    meats and to some extent cotton.  Cotton is a
 
            7    very  important commodity in Mexico.
 
            8          As you can see coming back red meats have
 
            9    grown very rapidly, four billion dollars.  Wheat
 
           10    at four billion, of course cotton.  Poultry has
 
           11    been a real star and was even higher on
 
           12    Russia's -- if Russia is coming back, we'll see
 
           13    that coming back as well.
 
           14          Then moving along to the rice, billion, and
 
           15    those who do backup business, we are still up
 
           16    particularly in that pack back as four billion as
 
           17    well.  We can't promote the backup but our trade
 
           18    policies were active to make sure countries don't
 
           19    discriminate against us.  We will explain that
 
           20    later on as well.
 
           21          Fresh fruit, about two million.  I think



 
           22    Robert mentioned in China citrus will be do very
 
           23    well with fresh fruit.  That gives you some
 
           24    flavor of the volume.
 
           25          Now this is important and somewhat
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            1    difficult to understand, but you can see the red
 
            2    line is net farm equity, which is on the right
 
            3    scale, and the left is our exports.  You can see
 
            4    broadly, broadly, equity in your family by in
 
            5    large tracks the products that you have in
 
            6    exports.
 
            7          It's interesting up here on the right that
 
            8    we -- we would like to think part of that is
 
            9    because of the efforts made in the conference
 
           10    (inaudible) to buffer us a little bit from the
 
           11    terrible weather problems and economic disaster.
 
           12    But we hope the red line stays going up.
 
           13          We don't see like you saw in the late 70's
 
           14    and early 80's and that's why we need a response
 
           15    from Congress is going to be very important.
 
           16    We're certainly working with Congressman Barry in
 
           17    leadership of the house.
 
           18          And, second, get a decent budget for
 
           19    agriculture.  We have such a surplus.  The stock
 
           20    market was up again today, but I don't see much
 
           21    improvement in commodity prices.



 
           22          So the agriculture is the sector of our
 
           23    economy.  It is very, very difficult times.  I
 
           24    saw an article yesterday in the Memphis paper of
 
           25    the pain in the rural southeast, agriculture.
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            1          Again, busy slide, but this indicates trade
 
            2    agreements that we're talking about next round
 
            3    have actually helped us in moving exports up in
 
            4    terms of -- we have probably the most significant
 
            5    surplus in any sector.
 
            6          It (inaudible) bill it's come down a little
 
            7    bit as imports come up.  Hopefully it will
 
            8    reverse itself.  We are a major contributor to
 
            9    the balance and you are a major contributor in
 
           10    keeping our economy strong.  However, we need to
 
           11    do a little bit more the next couple of years to
 
           12    get through a difficult time.
 
           13                 The next slide I think is an
 
           14    important slide.  I'll take a minute here.  Bear
 
           15    with me Earl, that this is the benefits that
 
           16    we've tried to quantify from the trade routes.
 
           17    You can see that the Uruguay Round when it's
 
           18    fully implemented according to our economists
 
           19    will figure an additional five billion dollars in
 
           20    exports.
 
           21          NAFTA we're already seeing the benefit from



 
           22    NAFTA.  We've been two, three billion dollars to
 
           23    Mexico, the tariffs have come down and we have
 
           24    access especially to our meats and some of the
 
           25    course grains.
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            1          Rick you and I have been working a lot on
 
            2    Christmas trees in some parts, but that's come
 
            3    roaring back and NAFTA now Canada, Mexico
 
            4    together 13 billion dollars in exports.
 
            5          Again beef and citrus here in Tennessee in
 
            6    the trade agreement with Japan back in '80 with
 
            7    Secretary Ling that's given us over a billion
 
            8    dollars in market.  Early on Mexico we have the
 
            9    corn gluten market.  We're working hard to keep
 
           10    our beef going to Korea.  These are all trade
 
           11    agreements and this is an estimate of what we've
 
           12    done in terms.
 
           13          Now for example, I mentioned NAFTA.  This
 
           14    is a busy slide.  These are all available for you
 
           15    to take back with you.  Dan, we're going to get a
 
           16    set of these slides specifically for you here in
 
           17    Tennessee with your name on it because I think
 
           18    it's important if you visit a round that you see
 
           19    these slides and you can tell from them as well.
 
           20          But you can see that NAFTA has really been
 
           21    quite helpful in keeping us alive during some



 
           22    tough times here and continue to grow.  We're
 
           23    quite pleased about that.
 
           24          You see NAFTA now coming to 27 percent.
 
           25    Look at the growth from 1980 to 1998.  And then
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            1    Mexico was low, Asia was high and now Asia has
 
            2    come down and NAFTA is picking it up.  We're also
 
            3    going to come back to this EU which gives us all
 
            4    heartburn.  You can see that dropping to 50
 
            5    percent.  But NAFTA and Asia and South America
 
            6    are certainly -- will continue to be most
 
            7    important.
 
            8          GATT back in 1948 we had a set of basic
 
            9    rules and then we had a series of GATT
 
           10    negotiations with the President and then Uruguay
 
           11    Round which included agriculture for the time and
 
           12    got disciplines and then, of course, the next
 
           13    round begins in 1999.
 
           14          Jim Urof (phonetic) is here with us and did
 
           15    an enormous amount of work on this last issue
 
           16    which is entitled Sanitary Phytosanitary issues
 
           17    which he developed the language in the Uruguay
 
           18    Round to base our trade on science.  That has
 
           19    been very helpful to us because we want to
 
           20    (inaudible) the hormones and other -- the
 
           21    Japanese adhere to them and we do not.  We have



 
           22    discussed that.
 
           23          But to give you some flavor we have market
 
           24    tariffs cut 36 percent, nontariff barriers
 
           25    converted to tariffs.  We have export minimum
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            1    access quotas established.  We've got export
 
            2    subsidies coming up, not enough and we've got
 
            3    budgetary outlays cut 36 percent.  So this gives
 
            4    you some flavor what we pushed at, but is nowhere
 
            5    near enough.
 
            6          The key I think, Jim, on the last run was
 
            7    to get agriculture into the Uruguay Round and to
 
            8    get these philosophies down.  There were major
 
            9    philosophical breakthroughs that are before you.
 
           10    We need to build on them and amplify them,
 
           11    particularly on export subsidy.  We'll come back
 
           12    to that in a minute.
 
           13          This is what we're facing in terms of
 
           14    tariffs.  In the past it's been getting tariffs
 
           15    up that no one will go beyond.  To give you some
 
           16    flavor, our markets EU trade into sell to 50
 
           17    percent.  EU about 20 percent, U.S. about eight
 
           18    percent.  So our next round is we have a long
 
           19    ways to go to get the green down to the yellow.
 
           20    We have some work to do on that.
 
           21          This is the one that many people get quite



 
           22    interested ion and I'm certainly taking
 
           23    tremendous interest in is the export subsidies.
 
           24    Look at the orange.  We should really paint that
 
           25    red.
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            1          Eight billion dollars -- seven billion
 
            2    dollars, 83 percent of the export subsidies in
 
            3    the world are done by our friends, not so great
 
            4    friends, in agriculture from Europe.  This is
 
            5    going to be the real challenge.
 
            6          You can see U.S. one percent and south
 
            7    Africa was point five.  I think they're down now
 
            8    but look at Switzerland, you can climb the
 
            9    mountains to travel Switzerland and it's costing
 
           10    taxpayers 370 million dollars to preserve those
 
           11    mountains and we had those that (inaudible) we
 
           12    could spend that kind of money.  But that gives
 
           13    you some flavor of export subsidies key issue for
 
           14    the next round.
 
           15          Now domestic subsidies.  Again, people
 
           16    criticize that we supported -- the President did
 
           17    veto the initial bill on the disaster four
 
           18    billion.  I think Congressman Barry said not
 
           19    enough.  We need more.  He voted.  He was
 
           20    criticized very heavily but the Congress did come
 
           21    back and pass six million dollars so another two



 
           22    billion, 40 percent more.
 
           23          People criticize us but look at what we're
 
           24    facing.  It's modest.  Look at our service and
 
           25    budget.  It's modest compared to domestic support
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            1    that of EU and Japan.
 
            2          Summarizing quickly is what we would like
 
            3    you to address in the next few hours.  How would
 
            4    you see us prioritizing these initial ideas?  We
 
            5    want to reduce further tariffs substantially,
 
            6    eliminate export subsidies, tighten the rules on
 
            7    domestic support, reform the state trading
 
            8    enterprises.
 
            9          We want to expand access and improve
 
           10    implementation of tariff rate quotas and
 
           11    facilitate trade in new technology biotech
 
           12    products.  For example, the soybean producers
 
           13    (inaudible) brought in soybeans that reduced
 
           14    chemical load in agriculture and true yield.
 
           15          We talked to a soybean producer last fall.
 
           16    They call me up on their mobile phones.  I tend
 
           17    to take a lot of calls and I said, how are you
 
           18    seeing the soybean levels?  It's very, very
 
           19    tacky.  Not only it reduces our costs in
 
           20    technology, it's not a pitch for the product but
 
           21    a comment.  But your docket was lower.



 
           22          They're trying to get better price at the
 
           23    warehouses and the elevators because much less
 
           24    wheat is coming in than soybeans being harvested
 
           25    and so you need to segregate it and get a better
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            1    market, better price because of new technology.
 
            2    Our friends in Europe, again, are opposing on
 
            3    that issue.
 
            4          This is the last slide but I think we're
 
            5    actually listening, I think.  Amy, Robert and I
 
            6    the numbers are always travelling around
 
            7    (inaudible).  How would you see our trade
 
            8    negotiations coming; how would you prioritize
 
            9    what we just started off and what issues do you
 
           10    want to basically leave off the table in the
 
           11    missions here that we feel strongly about and we
 
           12    will be listening.
 
           13          As Earl said, we need to minimize our
 
           14    comments because we want to hear you as much as
 
           15    possible talk through this, so Dan, Earl, thank
 
           16    you very much for hosting us and it's great to
 
           17    see Bob, Amy and the staff.  Great to see some of
 
           18    our friends here.  Looking forward to hearing you
 
           19    in the next few hours.  Thank you very much.
 
           20                 MR. MANNING:  Now you have met the
 
           21    panel and we will move right along.  We are right



 
           22    on schedule, maybe a little ahead, but I would
 
           23    encourage each presenter to help us stay on
 
           24    schedule.  Please stay on the subject and you
 
           25    have each ten minutes to make your presentations
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            1    to the panel.
 
            2          The next presenter Mr. Paul Houghland, Jr.,
 
            3    representing the National Hardwood Lumber
 
            4    Association which he is the executive manager
 
            5    here in Memphis.  Mr. Houghland, if you would
 
            6    please come to the podium.
 
            7                 MR. Houghland:  Thank you, Earl.
 
            8    I'm Paul Houghland and I represent the National
 
            9    Hardwood Lumber Association but also the American
 
           10    Forestry and Paper Association based in
 
           11    Washington D.C.
 
           12          To the panel I welcome you to Memphis,
 
           13    hardwood capital of the world as been known for
 
           14    decades.  Apparently in the eyes of many forest
 
           15    products are not included when we talk about
 
           16    agriculture.  Hopefully, we can address those
 
           17    issues today.
 
           18          Mr. Secretary, when you revise your slides
 
           19    and look at figures I hope the forestry industry
 
           20    products get involved in that.  I want you to
 
           21    listen.



 
           22          The U.S. forest products is vitally
 
           23    important to the nation's economy.  We employ 1.5
 
           24    million people, are among the top ten
 
           25    manufacturing employers in 46 states and in each
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            1    state represented in this district represented
 
            2    today the forest product industry is extremely
 
            3    important.
 
            4          We have annual sales in excess of 230
 
            5    billion dollars.  We account for about seven
 
            6    percent of U.S. manufacturing shipments.  Our
 
            7    industry ranked earlier in this decade as one of
 
            8    the most globally competitive of all U.S.
 
            9    manufacturing industries.
 
           10          However, our experience stands as an
 
           11    unfortunate example of how U.S. acceptance of
 
           12    inequitable trade agreements on the sectoral
 
           13    level undermine the competitiveness of even the
 
           14    strongest American industries.
 
           15          Our industry has been unable to achieve
 
           16    anything close to equivalent market access
 
           17    because our interest repeatedly gotten lost in
 
           18    the larger dynamics of comprehensive,
 
           19    multilateral negotiations.
 
           20          For more than two decades the U.S. forest
 
           21    products industry has had its tariff protection



 
           22    sacrificed to win market concessions for other
 
           23    industrial sectors while competitor countries,
 
           24    Europe, Asia, Latin America, escaped making
 
           25    reciprocal concessions on our products.
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            1          The opening of the Uruguay Round we
 
            2    originated the zero-for-zero concept in an
 
            3    attempt to change fundamental structure of trade
 
            4    negotiations in two important ways.  One focused
 
            5    on the reciprocal tariff elimination within that
 
            6    specific sector, and, second, it moved away from
 
            7    a formulaic approach to an assured level end
 
            8    point.
 
            9          Which were disappointed in the results of
 
           10    the Uruguay Round because it failed to achieve a
 
           11    zero-for-zero agreement on wood tariffs.  The
 
           12    U.S. government committed itself to work with our
 
           13    industry and at every opportunity to try to
 
           14    achieve Uruguay Round zero-for-zero objectives in
 
           15    wood products.
 
           16          The current tariff structure discourages
 
           17    trade in high value wood products where American
 
           18    producers have an edge.  Zero tariffs on raw
 
           19    material imports throughout the world allow wood
 
           20    processors to import raw materials without tariff
 
           21    and add their own value.



 
           22          Tariffs are applied to the full value of
 
           23    imported manufactured products.  Producers in
 
           24    Japan, for example, can import logs from the
 
           25    United States duty-free, but the U.S. imports of
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            1    veneer, molding, plywood to that country are
 
            2    assessed a duty.  In effect, the foreign producer
 
            3    has the cost advantage or trade protection which
 
            4    is significantly higher than the nominal duty
 
            5    imposed on the processed product.
 
            6          Last November the Ministers from 1600 Asian
 
            7    corporations APEC forum agreed to move a
 
            8    nine-sector trade liberalization package to the
 
            9    WTO for completion.  Ministers further agreed to
 
           10    work constructively with the WTO agreement in the
 
           11    nine APEC priority sectors, including forestry
 
           12    products in time for the Ministerial in Seattle
 
           13    this November.
 
           14          We strongly endorse APEC initiative known
 
           15    as the Accelerated Tariff Liberalization, ATL in
 
           16    the WTO discussions.  Those include a proposal to
 
           17    eliminate all tariffs on paper and wood products
 
           18    between the years 2000 and 2004.
 
           19          There is a real danger that European and
 
           20    Japanese official resistance to anything short of
 
           21    a comprehensive trade agreement with the WTO



 
           22    could derail early agreement on the ATL package
 
           23    and again put our interests at risk of being
 
           24    traded away where any economic benefits to our
 
           25    industry will not come for many years.
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            1          The U.S. must not accede European and
 
            2    Japanese pressure on this point.  We must
 
            3    preserve and fortify the concept of sectoral
 
            4    negotiations and adhere to our' APEC commitment
 
            5    to deliver an agreement on ATL at the time of the
 
            6    Seattle Ministerial as an essential nonnegotiable
 
            7    element of any agreement with WTO negotiating
 
            8    elements.
 
            9          The U.S. forest products industry has
 
           10    consistently supported policies designed to
 
           11    foster free trade even in the face of past
 
           12    unequitable trade benefits on a sectoral level.
 
           13          We continue to believe that successful
 
           14    market access negotiations are the best antidote
 
           15    for protectionism.  That's why the ATL initiative
 
           16    is so important and why the U.S. must make the
 
           17    achievement of a WTO agreement covering all
 
           18    priority sectors in the ATL package, including
 
           19    forest products.  They are the single most
 
           20    important deliverable out of the WTO in Seattle.
 
           21          I do have a hard copy of comments I can



 
           22    leave with you.  I do this, Earl, so I can keep
 
           23    one of them.
 
           24                 MR. MANNING:  Thank you,
 
           25    Mr. Houghland, very much for your remarks and for
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            1    your respect to the time restraints.  I thank you
 
            2    for the hard copy.  For other presenters if you
 
            3    do have a hard copy, you may leave those.  This
 
            4    session is being recorded but hard copies are
 
            5    also desirable if you have them.
 
            6          I would also like to point out that if we
 
            7    do conclude the formal presentations by those
 
            8    registered to make presentations before 4
 
            9    o'clock, if we have any minutes left, then we
 
           10    will have an open forum so that anyone may speak
 
           11    from the audience, but we'll see how it goes from
 
           12    a time standpoint.  The next presenter is --
 
           13                 MR. SCHUMACHER:  May I make a
 
           14    comment as far as what Mr. Houghland had to say?
 
           15    Relative to our forest products here in Tennessee
 
           16    obviously forestry products industry in Tennessee
 
           17    is important to us.  We're a major hardwood
 
           18    producing state.  Memphis is known as the
 
           19    hardwood capital of the world.
 
           20          We have the forestry industry division
 
           21    within our department of agriculture in Tennessee



 
           22    which is somewhat unusual, particularly in the
 
           23    South.  (inaudible)  I just want to make a point,
 
           24    export marketing is very important to many of our
 
           25    hardwood producers here in Tennessee.
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            1          For example, I know of one family owned
 
            2    hardwood company in the middle part of our state
 
            3    that exports 30 percent of their production.
 
            4    They have sales representatives in foreign
 
            5    countries that are dedicated solely to their
 
            6    company and represent that company in our
 
            7    European market.
 
            8          I just wanted to add a word of support for
 
            9    Mr. Holden relative to the hardwood industry here
 
           10    in Tennessee and U.S.
 
           11                 MR. MANNING:  If I may put the
 
           12    Progressive Farmer perspective in that number on
 
           13    (inaudible) the 350 thousand subscribers some of
 
           14    them subscribe to the Progressive Farmer list.
 
           15    The most commonly listed was beef, cattle but
 
           16    second is timber.  So in the Southern region
 
           17    certainly timber is very, very important.  We
 
           18    recognize that.
 
           19          The next presenter is R. Scott Miller.  He
 
           20    is Director of the National Government Relations
 
           21    for Proctor & Gamble Manufacturing based in



 
           22    Washington, D.C.  Mr. Miller, if you would come
 
           23    to the podium, we would appreciate your
 
           24    presentation.
 
           25                 MR. MILLER:  Thank you, good morning
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            1    panelists, as well.  I have the responsibility
 
            2    for Proctor & Gamble's international trade policy
 
            3    matters.  I appreciate the opportunity to address
 
            4    myself to this group.
 
            5          Proctor & Gamble markets more than three
 
            6    hundred brands to nearly five billion consumers
 
            7    in 140 countries.  Our brands include Tide,
 
            8    Crest, Pampers, Pantene, Folgers Coffee, Crisco,,
 
            9    Bounty, Oil of Olay, and Vicks.  Last year
 
           10    Proctor & Gamble recorded sales of over 37
 
           11    billion dollars of which 4.3 billion were food
 
           12    and beverage products.
 
           13          On behalf of the company I would like to
 
           14    thank the Tennessee Department of Agriculture,
 
           15    USDA, USTR and Department of State for convening
 
           16    this important listening session on agriculture
 
           17    and trade.  We particularly appreciate the
 
           18    opportunity to offer our comments here in
 
           19    Tennessee because Tennessee is home to our most
 
           20    successful food and beverage product worldwide,
 
           21    that is Pringles Potato Chips.



 
           22          Pringles are produced by over 1300 men and
 
           23    women in Jackson, Tennessee, about an hour's
 
           24    drive from where we are now.  Our Jackson plant
 
           25    has a payroll exceeding 55 million dollars per
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            1    year.  In addition, P&G spends more than 115
 
            2    million dollars on Tennessee goods and services
 
            3    and pays around three million dollars in state
 
            4    and local taxes.
 
            5          At the Jackson plant are justifiably proud
 
            6    of the Pringles business.  This unique product
 
            7    was one of our company's 300 brands to be sold
 
            8    literally in every country where we do business.
 
            9          Pringles got its start in Jackson in 1971,
 
           10    but it wasn't until about 1990 we began to
 
           11    develop an export business.  Today 37 percent or
 
           12    over one out of three cans of Pringles that we
 
           13    produce in Jackson is sold outside the U.S.
 
           14          Importantly there are many benefits to
 
           15    this.  I will give you some examples of what we
 
           16    sell.  This is Pringles.  It's a violet can in
 
           17    Spanish and Portuguese for Latin America.  We
 
           18    have Pringles for Eastern Europe and the newly
 
           19    independent states.
 
           20                 MR. SCHUMACHER:  Do these have
 
           21    potato chips in them?



 
           22                 MR. MILLER:  Oh, yes.  Listening is
 
           23    hard work and I understand that you will have an
 
           24    appetite as the day wears on and would encourage
 
           25    you to enjoy the snacks.  Mr. Wheeler will take
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            1    an empty can probably back and include it in your
 
            2    display of Tennessee export products.
 
            3          This is an Asian package.  It's got four
 
            4    different Asian languages.  It's the nonsalt
 
            5    version, which is actually preferred in Asia.
 
            6    But in any case there are -- I have no intention
 
            7    of carrying them back.  So you enjoy them and
 
            8    understand that this is an incredible
 
            9    contribution of our business in Jackson and
 
           10    throughout the world.
 
           11          Importantly it's not just Proctor & Gamble
 
           12    that benefits when we sell cans of Pringles
 
           13    outside the U.S.  Idaho potato farmers, cotton
 
           14    and soybean growers, oil refiners, including our
 
           15    largest oil refinery based here in Memphis,
 
           16    dozens of small and medium-size companies that
 
           17    supply packaging, materials and transportation.
 
           18    All of them have seen our business flourish right
 
           19    along with Jackson.
 
           20          Things like the plastic lids that are made
 
           21    by a company in Missouri, (inaudible) the company



 
           22    to make these plastic lids.  So it's a tremendous
 
           23    opportunity for suppliers as well as us.
 
           24          Proctor & Gamble views the upcoming WTO
 
           25    Ministerial in Seattle as a crucial opportunity
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            1    for the United States to continue its agenda of
 
            2    pressing the trade liberalization, market access
 
            3    measures, reduce tariffs and dismantling
 
            4    disguised, and frankly not so disguised, barriers
 
            5    to trade.
 
            6          P&G's food and beverage business has three
 
            7    key priorities for low level trade.  They are,
 
            8    the, tariff reductions on processed foods;
 
            9    second, customs carbonization, particularly
 
           10    transparency or platiscation and valuation, and,
 
           11    third, protection of the strong agreement on
 
           12    sanitary and phytosanitary standards, known as
 
           13    SPS.
 
           14          The, let me address the tariff reductions.
 
           15    As has been already said here today agriculture
 
           16    is one of America's most export  dependent
 
           17    sectors.  Therefore, increased market access is a
 
           18    vital issue for both those how process food
 
           19    products and primary commodities.
 
           20          As Commissioner Wheeler mentioned, we
 
           21    particularly processed foods but also we believe



 
           22    America should be a strongly growing sector of
 
           23    (inaudible.)
 
           24          Over the past 25 years the total ag exports
 
           25    have grown from 22 billion dollars a year to 52
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            1    billion dollars a year.  Consumer food exports,
 
            2    finished products, have grown to just ten percent
 
            3    of the total to a little over 40 percent of the
 
            4    total, while bulk agriculture products, which
 
            5    were once 75 percent of the total, are now
 
            6    slightly under 40 percent.  The balance is about
 
            7    23 percent in intermediate but not consumer
 
            8    goods.  Forty percent of all agriculture exports
 
            9    are consumer foods.
 
           10          Unfortunately tariffs on many processed
 
           11    products remain on the highest of the
 
           12    agricultural sector.  Tariffs on processed food
 
           13    and beverages are not nearly is local items.  The
 
           14    consumer exports also suffer from multiple Very
 
           15    show such as tariff peaks, tariff escalation with
 
           16    higher levels of processing, tariff free quotas
 
           17    and domestic substance.
 
           18          In some cases high tariffs on processed
 
           19    foods are established because local producers pay
 
           20    inflated prices for bulk commodities, but
 
           21    whatever the reason, the consumer winds up paying



 
           22    for protectionism.
 
           23          We've learned that consumers all over the
 
           24    world love Pringles.  But high tariffs translate
 
           25    fundamentally into a discriminatory sales tax of
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            1    as much as 40 percent of the final pricing
 
            2    products, which significantly inhibits the market
 
            3    share and export growth.
 
            4          We work diligently to find ways to lower
 
            5    these barriers, but unfortunately once
 
            6    protectionist measures are in place, they're very
 
            7    difficult to remove.
 
            8          Proctor & Gamble has built its reputation
 
            9    on providing products of superior quality and
 
           10    value.  We, therefore, advocate total elimination
 
           11    of tariffs and export subsidies and strongly
 
           12    support the zero-for-zero initiative issue on all
 
           13    processed foods as a move that will benefit
 
           14    American agricultural producers, processors and
 
           15    consumers.
 
           16          Lower tariffs would translate directly in
 
           17    our view to lowering consumer prices.  This would
 
           18    certainly help us grow our Pringles export
 
           19    business in Jackson.
 
           20          Our second key priority for the
 
           21    multilateral agenda is customs harmonization,



 
           22    which we would expect would be addressed under
 
           23    the heading of trade facilitation.  P&G believes
 
           24    that transparent consistent rules for customs
 
           25    classifications and valuation go hand in hand for
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            1    lower tariffs as a driver of economic benefits.
 
            2          We believe the World Customs Organization,
 
            3    the WCO, fulfills an important role in the
 
            4    multilateral trading system by delivering high
 
            5    levels of uniformity.
 
            6          The continued success of the WCO depends in
 
            7    large measure on each product in international
 
            8    commerce being correctly classified.
 
            9          Incorrect, or more frequently individually
 
           10    negotiated categorization can lead to fragmented
 
           11    administration of customs and can lead to weird
 
           12    tariff rules and barriers to free competition.
 
           13          In the case of Pringles, we welcome the
 
           14    recent efforts by the WCO to clarify the
 
           15    classification of similar products.  This action
 
           16    will contribute to the efficiency of exporting
 
           17    Pringles to many countries.
 
           18          Let me now turn to the third key priority
 
           19    but frankly the most important and that is
 
           20    protection of the agreement on sanitary
 
           21    phytosanitary standards.  SPS was a landmark



 
           22    agreement in the Uruguay Round.  It assured that
 
           23    governments base food safety regulations on sound
 
           24    science and true risk assessment as
 
           25    justification.
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            1          SPS's reliance on international scientific
 
            2    standards is essential to ensure that food safety
 
            3    measures are not simply disguised as trade
 
            4    barriers.  Simply put, the U.S. should oppose any
 
            5    attempt to water down these requirements.
 
            6          The WTO, in our view, has not followed
 
            7    through with a constructive start through the
 
            8    dispute settlement system in implementing the SPS
 
            9    systems.
 
           10          Dispute panels and the appellate body are
 
           11    giving fair interpretations to the requirements
 
           12    to ensure that regulations have scientific
 
           13    justification and are based on risk assessment.
 
           14          We believe more attention could be given to
 
           15    the provision calling for governments to base
 
           16    their SPS measures international standards except
 
           17    when those standards fail to provide a high
 
           18    enough level of public health protection.
 
           19          We believe greater organization or mutual
 
           20    recognition of food safety standards will in the
 
           21    end lead to a safer world food supply and will



 
           22    help achieve dual goals of fewer trade
 
           23    restrictions and the avoidance of episodes in
 
           24    which protectionists blame tainted on open trade.
 
           25          Pringles, like virtually all the products
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            1    in American agriculture, are safe and wholesome
 
            2    and that's a testament to the strong U.S. food
 
            3    and safety standards which are reported by sound
 
            4    science.
 
            5          We believe that the WTO rules must continue
 
            6    to require the government base regulations on the
 
            7    best scientific information available and not
 
            8    enforce an unattainable zero risk standard.
 
            9          Allowing trade restrictions on the basis of
 
           10    so-called precautionary principle or any other
 
           11    basis other than the sound science requirement in
 
           12    the current SPS agreement would significantly
 
           13    weaken WTO rules and create tremendous
 
           14    opportunities for countries to impose new trade
 
           15    areas disguised as health and safety regulations.
 
           16          In our judgment any reopening of the SPS
 
           17    agreement at this time could lead to a weakening
 
           18    of its provision, so we strongly oppose taking a
 
           19    step backward on SPS.
 
           20          If I could make a side comment, I have had
 
           21    a lot of discussions with individuals who often



 
           22    don't see it the way we see it and who have
 
           23    concerns whether it's public health or
 
           24    environmental safety products, whether they are
 
           25    fully protected within the SPS.
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            1          What I have observed is there is often not
 
            2    a common understanding of what the SPS really
 
            3    offers and how it operates.  So I would
 
            4    encourage, you as panel members will be hearing
 
            5    from a lot of the people and working with many
 
            6    different groups, that there is provided to all
 
            7    of us some base understanding of how SPS works
 
            8    with case law and why does the country choose a
 
            9    higher standard that is actually permissible
 
           10    under SPS as long it has the scientific
 
           11    justification and a risk assessment.
 
           12          It is one where almost everyone I have
 
           13    talked to who wants to (inaudible) SPS has a
 
           14    different understanding of what the current
 
           15    agreement has than what I have.  So I just offer
 
           16    that as a suggestion.
 
           17          In conclusion I want to pledge our full
 
           18    cooperation as you develop specific proposals and
 
           19    to negotiating objectives.  Proctor & Gamble will
 
           20    do everything they can to ensure the Seattle
 
           21    Ministerial conference and the next WTO round are



 
           22    successful for farmers, businesses and employees
 
           23    and consumers.  Thank you.
 
           24                 MR. SCHUMACHER:  I want to clarify a
 
           25    question if I may.  Could you explain a little
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            1    bit more on your side bar about SPS and your
 
            2    concerns -- Jim and I had a meeting and one of
 
            3    the key issues that we -- I think Jim does a good
 
            4    job on the original SPS language.  There is
 
            5    pressure in EU to weaken that and we are very
 
            6    much opposed to that, of course.
 
            7          Can you tell us an example of where your
 
            8    concerns on the SPS are and give us some kind of
 
            9    understanding on that?
 
           10                 MR. MILLER:  The concern with our
 
           11    products would be the products of modern
 
           12    biotechnology or (inaudible) crops.  Frankly, the
 
           13    cans of Pringles you have in front of you have
 
           14    large quantities of BT potatoes and BT cotton in
 
           15    the form of cotton seed oil, all of which are
 
           16    qualified safe and wholesome.
 
           17          Because of concerns about products
 
           18    (inaudible) and, frankly, a patchwork guilt
 
           19    regulatory systems for dealing with these
 
           20    throughout the world.
 
           21          There has been an underlying consumer



 
           22    concern.  The consumer concern has risen up and
 
           23    in some cases turned into a legitimate food
 
           24    scam.  In Britain at the moment there is a
 
           25    full-fledged food scam going on in products of
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            1    biotechnology that have no basis in science.
 
            2          What is -- what is typical in people who do
 
            3    have these concerns whether it is for the safety
 
            4    of products modified technology or for
 
            5    potentially unforeseen impacts.
 
            6          As you recall in a recent issue of Nature
 
            7    Magazine there was an article published about a
 
            8    lab test at Cornell University on Monarch
 
            9    butterflies and it was that Monarch larvae were
 
           10    farmed in this laboratory section by
 
           11    (inaudible).
 
           12          Now it's an interesting finding.  It's not,
 
           13    frankly, not surprising at all given that Monarch
 
           14    butterfly larvae are very similar to the BT corn
 
           15    borer that BT toxin is known to be effective
 
           16    against.  So while it's not a surprising result,
 
           17    it is a result that has given rise to concerns
 
           18    about whether the SPS is strong enough.
 
           19          What I've noticed in those people with
 
           20    those concerns is that their the impulse is let's
 
           21    reopen SPS, okay?  And often that impulse to



 
           22    reopen SPS is not based on the clear
 
           23    understanding of what is possible within the
 
           24    existing agreement.
 
           25          I think the existing agreement was hard won
 
 
 
                                H & N COURT REPORTING
                                    (901) 323-3132



                                                              60
 
 
 
            1    and it is very solid.  In our view if you move
 
            2    away from sound science and risk assessment, you
 
            3    have really no basis for proving anything new
 
            4    ever.
 
            5          So we don't want to slide away from that,
 
            6    but at the same time I think there is greater
 
            7    reassurance we have to strengthen the current
 
            8    agreement that is not fully appreciated by many
 
            9    who are raising the questions.  Is that helpful?
 
           10                 MR. SCHUMACHER:  Yes.
 
           11                 MR. MANNING:  Do other panel members
 
           12    have any comments?  Park Wells, would you begin
 
           13    making your way to the podium?  Parks Wells is
 
           14    based in Jackson, Tennessee.  He is here
 
           15    representing the Tennessee Soybean Association
 
           16    which represents Tennessee soybean producers
 
           17    across the state.
 
           18                 MR. WELLS:  On behalf of the
 
           19    Tennessee Soybean Association and the state
 
           20    soybean producers, I would like to thank you for
 
           21    the opportunity to present our recommendations on



 
           22    agriculture trade agreements for the upcoming
 
           23    round of the WTO negotiations.
 
           24          Achieving improved access to foreign
 
           25    markets is of critical importance to soybean
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            1    producers.  Every other row of soybeans produced
 
            2    in the United States is exported overseas in the
 
            3    form of soybeans, soybean meal.  Approximately 90
 
            4    percent of Tennessee's production goes into
 
            5    export marketing.
 
            6          And soybeans complex imposes the largest
 
            7    export in the nation in the agriculture industry
 
            8    with exports exceeding nine million dollars in
 
            9    the 1998-99 year.
 
           10          The economic livelihood of soybean
 
           11    producers is linked to exports.  Market excess
 
           12    (inaudible) economic growth particularly in the
 
           13    world developing countries that account for more
 
           14    than four-fifths of the world population.
 
           15          History has shown us that trade
 
           16    liberalization helps (inaudible) it's included in
 
           17    the income for developing countries and proofs so
 
           18    does the level of purchase of food which includes
 
           19    more meat and oil in the dates.
 
           20          As the world's largest exporters of both
 
           21    soybeans and soybean oil, U.S. farmers have much



 
           22    to gain with trade liberalization.  Please
 
           23    consider that when the export products are not
 
           24    transferring technology that they (inaudible)
 
           25    overseas and come back as exports.
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            1          Through the American Soybean Association
 
            2    and American Oil Seed Coalition, oil seed growers
 
            3    have processed and have been working to advance
 
            4    the market (inaudible) initially for trade oil
 
            5    seed and oil seed products (inaudible) level.
 
            6          We propose to eliminate all tariffs, export
 
            7    subsidies (inaudible) export taxes and other
 
            8    nontariff barriers to trade oil, seed oil and
 
            9    seed products.  We believe a level playing field
 
           10    will benefit soybean growers by increasing our
 
           11    access of foreign markets by eliminating unfair
 
           12    export practices and stimulate the (inaudible)
 
           13    among customers.
 
           14          We believe the United States should
 
           15    vigorously pursue (inaudible) in Seattle.  We
 
           16    strongly believe that negotiations should be
 
           17    (inaudible)  Many countries the trade
 
           18    liberalization act is politically difficult.
 
           19          Therefore, the scope of the negotiations
 
           20    has to be broad enough to ensure (inaudible)
 
           21    difficult concessions in agriculture benefits and



 
           22    in other areas.
 
           23          In addition to pursuing the relative
 
           24    (inaudible) the following additional issues
 
           25    should be addressed at the next round. Rules
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            1    governing biotech trade must be included in order
 
            2    to ensure science based regulatory rules of trade
 
            3    issues.
 
            4          WTO rules must supercede those of other
 
            5    international treaties or agreements.  If we are
 
            6    successful in asking other countries to open
 
            7    their markets relying on imports in a growing
 
            8    portion of food needs, the United States and
 
            9    other export nations must agree not to export
 
           10    agriculture for consumptions in embargoes or
 
           11    reasons of short supply.
 
           12          Meaningful provision providing food
 
           13    security for (inaudible) should be included in
 
           14    the next WTO agreement.
 
           15          Fifty percent of our soybean production
 
           16    (inaudible) domestic, foreign public poultry
 
           17    industry.  U.S. foreign and public exports have
 
           18    declined following the reduction in trade access
 
           19    barriers in the Uruguay Round.  This momentum in
 
           20    market access of pork and poultry should be
 
           21    continued and accelerated.



 
           22          Under current WTO rules developing
 
           23    countries are the subject of foreign (inaudible)
 
           24    have a longer period of time to liberalize their
 
           25    markets, a country also able to accept and
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            1    designate itself as developed country.
 
            2          The United States should pursue the rules
 
            3    for the graduation of developing countries to
 
            4    full WTO obligation in using objective economic
 
            5    (inaudible) such as per capita TDP.
 
            6          The sanitary and phytosanitary of the
 
            7    division of the Uruguay Round stipulated that
 
            8    measures designed to protect the human animal
 
            9    must be based on sound science.  These provisions
 
           10    can prevent no sales for safety concerns being
 
           11    used to restrict trade.  In the next round it is
 
           12    critical to prevent SPS agreements from being
 
           13    undermined or obstructed by non-concerns.
 
           14          Weaknesses in current WTO settlement
 
           15    systems are readily apparent.  The United States
 
           16    should not have a complaint in order to achieve
 
           17    compliance in the (inaudible) compliance dispute
 
           18    settlement round to rule in favor of the United
 
           19    States.
 
           20          The Uruguay Round agreement changed
 
           21    safeguard rules to allow countries that oppose



 
           22    safeguard import barriers without penalty for
 
           23    three years.
 
           24          In the next round countries that retaliate
 
           25    should (inaudible) there so that safeguard
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            1    actions are not taken casually.  For effective
 
            2    oath (inaudible) and permitted unilateral
 
            3    provisions such as countervailing dues and anti
 
            4    (inaudible.)
 
            5          Providing income and other support for
 
            6    agriculture (inaudible) including their own.  WTO
 
            7    rules should allow for continued support of
 
            8    agriculture but should (inaudible) countries to
 
            9    provide an increasing portion of (inaudible)
 
           10    shown as the United States has already done in
 
           11    1996.
 
           12          What (inaudible) issue should not restrict
 
           13    trade to U.S. soybean production.  They have
 
           14    fought long and hard to achieve the (inaudible),
 
           15    which limits the area of overseas and European be
 
           16    subsidized.
 
           17          The Blair House Agreement must not be
 
           18    weakened in any way and U.S. should (inaudible)
 
           19    to any changes in U.S. policy should not nullify
 
           20    or impair the benefits provided by Blair House
 
           21    Agreement.  Thank you.  That concludes my



 
           22    presentation and I want to thank you for
 
           23    (inaudible).
 
           24                 MR. MANNING:  Does the panel have
 
           25    any questions or comments?
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            1                 MS. WINTON:  The want to talk to you
 
            2    about export restrictions from (inaudible).  Do
 
            3    you have any specific request looking at the APEC
 
            4    open food system as perhaps (inaudible) to
 
            5    achieve this concept of freight security to
 
            6    countries, a specific proposal (inaudible?)
 
            7                 MS. WELLS:  That issue is rather
 
            8    complex.  It involves getting down to details of
 
            9    understanding the labeling and SPS issues and I
 
           10    really can't answer that very well.  It's
 
           11    something I would like to get a little more
 
           12    information on and send it to you.
 
           13                 MS. WINTON:  Okay, thanks.
 
           14                 MR. SCHUMACHER:  Let me follow up on
 
           15    that issue.  You mentioned in your testimony
 
           16    export restrictions.  We are working very hard to
 
           17    get a bill out of Congress on construction of the
 
           18    policy.
 
           19          What I would like to hear from you and
 
           20    others on the wider issue -- if you recall
 
           21    European export taxes a couple of years ago to



 
           22    protect their livestock industry and grain, do we
 
           23    need to get -- the question so do we need to have
 
           24    something in the next round that would really
 
           25    restrict exporting countries putting restrictions
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            1    on to ensure import countries that we have a
 
            2    smoother trade, operating trade rules, that we
 
            3    (inaudible) their export taxes, help their wheat
 
            4    products sends all the wrong signals to importing
 
            5    countries that we need to be sure that the trade
 
            6    system will be there in tough times as well as
 
            7    good times.
 
            8          Eventually we need to have some assurance
 
            9    that we and others will always be there when
 
           10    things gets tight.  There is a paragraph I would
 
           11    follow up on that issue.
 
           12                 MR. WELLS:  Let me add in that sense
 
           13    they started markets in 1972.  The big blow that
 
           14    we had was in the markup and sent a message to
 
           15    Japan that we would not (inaudible) and this has
 
           16    pushed the productions down in South America.
 
           17          This is our biggest competitor and that
 
           18    signalling is still going out that there are
 
           19    restrictions in that sense.  It needs to be
 
           20    resolved to the point that they realize that
 
           21    we've got to have available supplies and if



 
           22    supplies are short, they go down just like
 
           23    everyone else.
 
           24          That issue is most important in the next
 
           25    biotech issue.  You asked about prioritizing, we
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            1    have tremendous concerns in Europe and Japan
 
            2    about biotech.  It's not something that's going
 
            3    to go away.  We thought it would, but we have to
 
            4    work on that.  Thank you.
 
            5                 MR. CUMMINGS:  Question in follow-up
 
            6    (inaudible) readily available.  We would be
 
            7    interested with regard to your comments on
 
            8    safeguards if you could provide us with any
 
            9    particular instances where you feel that other
 
           10    countries are abusing the safeguards agreement.
 
           11          We have been trying to enforce on countries
 
           12    this is not the way to restrict imports for the
 
           13    long term.  If there is something in particular
 
           14    that you have been seeing, what problem was that,
 
           15    and we would appreciate hearing from you on that,
 
           16    also.
 
           17                 MR. WELLS:  We'll be glad to provide
 
           18    that.  Thank you.
 
           19                 MR. MANNING:  I'll make this
 
           20    comment, too, that Parks Wells was standing in
 
           21    for Richard Nixon.  Due to a death in his family



 
           22    Richard could not be with us today, so Parks we
 
           23    thank you.
 
           24          Greg Pompelli is an associate professor at
 
           25    the Department of Agriculture at the University
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            1    of Tennessee Institute of Agriculture.
 
            2                 MR. POMPELLI:  Thank you.  It's a
 
            3    pleasure to be here and it's nice to see some
 
            4    familiar faces and lot of new ones.  I hope today
 
            5    that you all on the panel find this session
 
            6    fairly interesting and that all the others also
 
            7    provide some information and insights that you
 
            8    will be able to take with you when you leave this
 
            9    domestic setting and kind of hear from the choir
 
           10    and go out in the international arena and try to
 
           11    apply that.  I know it's pretty tough.
 
           12          As introduced I'm Greg Pompelli from the
 
           13    University of Tennessee, Knoxville.  And also a
 
           14    member of ST Southern Regional Project looking
 
           15    for effective ag trade on the southeastern
 
           16    agriculture.
 
           17          What I'm doing today is presenting, I
 
           18    guess, in some ways you heard sole you heard from
 
           19    the soybeans, you heard from the forestry folks
 
           20    and so forth here from many other industries.
 
           21          What I'm going to provide is something of,



 
           22    I guess, a background of the choir because this
 
           23    is the survey that we did in Tennessee basically
 
           24    in April.  We asked about 40 of our state leaders
 
           25    in terms of agriculture, ag commodities
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            1    everything from beekeeping to vegetables
 
            2    livestock and so forth, we asked them to address
 
            3    the issues of what concerns them about trade and
 
            4    also the upcoming trade negotiations.
 
            5          Every state in the southeastern region has
 
            6    conducted the same study.  I'm sure at some point
 
            7    you will see the result of this as well.  This is
 
            8    basically just going to cover the Tennessee
 
            9    perspective.  How different that is from
 
           10    Mississippi, South Carolina or other states, I'm
 
           11    not quite sure but I wouldn't expect it to be too
 
           12    different.  It's pretty much the same.
 
           13          I would like to use most of my time to
 
           14    summarize the results rather than giving
 
           15    percentages and so forth about what we found,
 
           16    just the key points, and then take one or two
 
           17    minutes to summarize and make a couple of
 
           18    statements or give some thoughts about
 
           19    suggestions about how your offices might move to
 
           20    mitigate some of the concerns that we have in
 
           21    Tennessee expressed.



 
           22          As I said we had about 40 leaders consent
 
           23    to a survey.  This survey was developed by -- the
 
           24    survey was developed by the ST 287 group.  A list
 
           25    of leaders was contacted and was taken from the
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            1    U.S. Department of Agriculture list of ag leaders
 
            2    which includes commodities, business and so
 
            3    forth.
 
            4          From that I narrowed it down to that 40 and
 
            5    in some ways I was hoping that we caught
 
            6    everybody, but certainly there ought to be folks
 
            7    out there that we missed for whatever reason.
 
            8          Out of those 40 we had about 17 respond,
 
            9    which in my line of work is healthy.  You might
 
           10    want to see 100 percent come back on something
 
           11    like this.  I can understand that.
 
           12          We asked a number of questions that were
 
           13    fairly direct and we also had the open-ended
 
           14    questions and asked for fairly short terms
 
           15    getting about 50 percent which is a pretty nice
 
           16    response as far as I'm concerned.
 
           17          Now, when we asked them to identify the
 
           18    trading concerns that affected U.S. agriculture,
 
           19    that's U.S. agriculture, not just Tennessee
 
           20    agriculture, we gave them a fairly long list or
 
           21    laundry list to select from.



 
           22          Basically it fell into three categories and
 
           23    oddly enough, maybe not so oddly, you all had
 
           24    done a lot of background work.  But the and
 
           25    probably the most important was the issue of
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            1    international market access.  So any number of
 
            2    things could have fallen underneath this, but as
 
            3    a large category demand and market access were
 
            4    primary.
 
            5          Certainly going through the Asian crisis
 
            6    and watching commodity prices fall has made much
 
            7    more for much sense (inaudible) strong export
 
            8    market.
 
            9          The second area are the trade relations
 
           10    with our NAFTA partners and potential for the
 
           11    expansion of related agreements such as the FFA.
 
           12    In this case you all are working with the WTO.
 
           13    It is not quite the same but certainly that
 
           14    stands out because with Tennessee's geographic
 
           15    location and so forth, we're very big trade with
 
           16    Mexico, Canada.  So any kind of growth in that
 
           17    area there the changes are certainly important to
 
           18    us.
 
           19          Finally, the third area even though it may
 
           20    not come out as number one, it's very important
 
           21    and it's this issue about concerns about the WTO



 
           22    dispute resolution process.  Not so much just how
 
           23    it's going to take place, but how in some cases
 
           24    those findings are then implemented.
 
           25          I will mention a couple of things here
 
 
 
                                H & N COURT REPORTING
                                    (901) 323-3132



                                                              73
 
 
 
            1    about the FFA because that was something that was
 
            2    on their minds.  Although it may not be something
 
            3    that the WTO issue coming up are addressing,
 
            4    certainly they're related.
 
            5          Again, market access.  In this case
 
            6    protection policies and in some other cases
 
            7    unfair government support.  What they perceive is
 
            8    unfair government support for producers in other
 
            9    nations.
 
           10          Those things remain a critical issue.  When
 
           11    we think about what we specifically look at as an
 
           12    argument, not an argument, but a discussion on
 
           13    developed nations in terms of primary areas of
 
           14    trade.
 
           15          We think about things like free trade
 
           16    agreement.  We're looking more at developing
 
           17    nations an that interaction there is a little bit
 
           18    of a clash especially with southern agriculture
 
           19    because in some way we have a lot more at stake
 
           20    and a lot more overlap in some of those
 
           21    commodities.



 
           22          Then also included in this set of concerns
 
           23    what we call, what I called competitive
 
           24    production concerns based basically on uneven
 
           25    application of environmental phytosanitary and
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            1    sanitary and the biotechnology standards.
 
            2          Again, there was some sense that what was
 
            3    good for the United States grower was not
 
            4    necessarily going to be applied to other growers
 
            5    in developing nations.
 
            6          We move forward and ask them directly about
 
            7    the WTO and its upcoming round.  Oddly enough,
 
            8    not too big a surprise, market access, dispute
 
            9    resolution the application of the environmental
 
           10    and biotechnical standards.
 
           11          And finally one that was very well
 
           12    described.  In fact, they were all interesting,
 
           13    but one that stood out for me was that there was
 
           14    a general concern about the treatment of
 
           15    agricultural interests in these trade
 
           16    negotiations.
 
           17          And clearly agriculture is moving its way
 
           18    to the forefront but we prepare these type of
 
           19    commerce and trade which is a small sector which
 
           20    often times is not (inaudible) clearly.
 
           21          When you look at that and try to summarize



 
           22    it a little bit we had a number of leaders raise
 
           23    this issue about market access to farmers.
 
           24    Basically they didn't want anything more than
 
           25    that on the playing field.  At least in so many
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            1    terms that's the way it was brought out.
 
            2          As leaders one of the things they
 
            3    understood was the importance of trade but they
 
            4    also recognized the need to communicate annual
 
            5    effects of the trade negotiations to those
 
            6    members of their association.
 
            7          That's one of the toughest things to do.
 
            8    We can talk in theory how well that helps
 
            9    producers and consumers around the world, but it
 
           10    doesn't necessarily help domestic prices and I
 
           11    think that's something that needs to be addressed
 
           12    in many cases.
 
           13          Again, the market access issue reviewed
 
           14    positively open on both sides reducing our
 
           15    tariffs what little we had left but it had to be
 
           16    done in a measurable and a practical setting
 
           17    terms.  I think that is something that I hope to
 
           18    see.
 
           19          Again, let's go back and kind of close with
 
           20    this issue in terms of our findings.  This issue
 
           21    of awareness of agriculture at WTO that has to be



 
           22    made more clear.  That has to be more
 
           23    (inaudible).  Since ag has been overlooked over
 
           24    the years, there are really significant concerns
 
           25    among a lot of our leaders in the state.
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            1          So by closing I would say maybe two or
 
            2    three suggestions.  One, demonstrate the ability
 
            3    to set a fairly strict, tight negotiating agenda
 
            4    through these kinds of meetings but also further
 
            5    into other communities.
 
            6          We want to see reduced trade barriers.  We
 
            7    want to see those markets open.  Those are
 
            8    important, but it has to be demonstrated in some
 
            9    way that is practicable and measurable.
 
           10          A second part would be the issue of really
 
           11    some sense creating confidence in the WTO.  I
 
           12    think that as an institution is somewhat
 
           13    lacking.  Recognizing certain economic needs that
 
           14    haven't necessarily been (inaudible) some of our
 
           15    ag businesses and associations.
 
           16          And finally, it's tied closely with these
 
           17    the two, work hard to reduce some of uncertainty
 
           18    with relationship to phytosanitary and
 
           19    biotechnology standards and those applications.
 
           20          I think it's interesting to see the
 
           21    reactions of our folks here today but they're



 
           22    very closely aligned with what we see in
 
           23    Tennessee in terms of views.  They're fairly
 
           24    representative and with that I will close.
 
           25                 MR. SCHUMACHER:  Will you be making
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            1    your summary available to us also?
 
            2                 MR. POMPELLI:  I have the original
 
            3    and we also have it on the web University of
 
            4    Tennessee.
 
            5                 MR. SCHUMACHER:  I believe, Earl, if
 
            6    I am correct, Catherine, all the comments will be
 
            7    on the web site as well.
 
            8                 MS. CORNELIUS:  That's correct.
 
            9                 MR. SCHUMACHER:  Your statements
 
           10    will not only be recorded but they will be put on
 
           11    the web site.  If we had a digital camera, we
 
           12    would take pictures of them as well.  We can do
 
           13    that.  We have a person here on digital camera.
 
           14    But we will be having all of your comments and if
 
           15    you want to see yourself or your comments on the
 
           16    web, be careful what you say.
 
           17                 MR. CUMMINGS:  If I could make a
 
           18    comment about concerns about agriculture not
 
           19    being properly included or its importance
 
           20    properly considered in upcoming talks.  I don't
 
           21    think it's an overstatement when I say that



 
           22    building agriculture is at the heart of our
 
           23    agenda.
 
           24          When the Uruguay Round was finished, we
 
           25    realized that the job wasn't done and that's why
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            1    we provided the Uruguay Round agreement that
 
            2    there would be a beginning of new negotiations in
 
            3    agriculture in 1999.  We're following up on that
 
            4    as well.
 
            5          Also, at least from the USTR's standpoint,
 
            6    there has been a considerable emphasis on putting
 
            7    more resources into agriculture both at the staff
 
            8    level and also the political level.  We have for
 
            9    a time a trade negotiator.
 
           10          For example, I know that with rank of
 
           11    ambassador and I know Gus has been very insistent
 
           12    that we work very closely with the department
 
           13    also with the State Department so that
 
           14    agriculture is not ignored and it deserves the
 
           15    proper and gets the proper attention
 
           16    (inaudible.).  I would like to leave you with
 
           17    that thought.
 
           18                 MR. MANNING:  At this point I would
 
           19    like to ask Allen Helms from across the river in
 
           20    Crittendon County, Arkansas.  He is here today
 
           21    representing the National Cotton Council.



 
           22                 MR. HELMS:  Thank you,
 
           23    Mr. Chairman.  As you have already stated I'm
 
           24    Allen Helms, a cotton producer from Clarksdale,
 
           25    Arkansas, and I am providing testimony on behalf
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            1    of the National Cotton Council the central
 
            2    organization of the U.S. cotton industry.  The
 
            3    Council represents all seven segments of the
 
            4    cotton industry from the cotton growers to the
 
            5    textile manufacturers.
 
            6          Currently I serve on the council of the
 
            7    board of directors as chairman of the American
 
            8    Cotton Producers Council.  I would like to thank
 
            9    each of you for providing us the opportunity to
 
           10    present our views on the upcoming round of WTO
 
           11    negotiations.
 
           12          International trade and the treaties are
 
           13    extremely important to the U.S. cotton industry
 
           14    in raw cotton, cotton textiles and cotton seed
 
           15    and its products.  In a typical year about 40
 
           16    percent of U.S. cotton crop is exported.  A
 
           17    similar percentage of cotton textile production
 
           18    is now exported as well due in large measure to
 
           19    NAFTA.
 
           20          However, the textile industry finds itself
 
           21    under siege from the flood and cheep cotton



 
           22    textile imports primarily from Asia due to that
 
           23    region's ongoing financial crisis.
 
           24          Whereas the Asian textile industries were
 
           25    only 20 percent, export-driven before the Asian
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            1    crisis, many are now exporting up to 80 percent
 
            2    of their textile production.  The agreement in
 
            3    which the U.S. cotton industry competes is right
 
            4    for domestic and trade policy distortions.
 
            5          Many of our competitors treat cotton
 
            6    textile production as cornerstones of economic
 
            7    development and social stability.  These
 
            8    countries often pursue grossly distorted policies
 
            9    designed solely to ensure the competitiveness of
 
           10    their cotton and textile industries totally the
 
           11    production in market cities.
 
           12          We are supportive of U.S. efforts to enter
 
           13    into trade agreements that will benefit the U.S.
 
           14    cotton industry.  However, we urge that our
 
           15    negotiators keep in mind the industrial nature of
 
           16    our product and it's close link to textile
 
           17    manufacturing.
 
           18          The environment in which the U.S. cotton
 
           19    competes is shaped not only by the agricultural
 
           20    policies of our competitors, but also their
 
           21    textile policies.



 
           22          Some fundamental goals must be achieved to
 
           23    bring this new round of WTO negotiations to be of
 
           24    significant benefit to the U.S. cotton industry.
 
           25    For example, WTO disciplines must address
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            1    downstream subsidization of cotton textiles,
 
            2    particularly by developing countries.
 
            3          Worldwide trade and raw cotton remain
 
            4    stagnant while trade in cotton products continues
 
            5    to grow.  We see increased centralization of both
 
            6    raw cotton and cotton textile production in some
 
            7    countries.
 
            8          These countries often engage in significant
 
            9    subsidizing of their textile sectors.
 
           10    Subsidizing often starts at the farm level.  The
 
           11    new round of negotiations must level the playing
 
           12    field and make all countries abide by the same
 
           13    rules with respect to subsidies and policy
 
           14    distortions.
 
           15          This is especially important with respect
 
           16    to economic sectors in which the particular
 
           17    developing countries are already highly
 
           18    competitive, such as cotton and textile
 
           19    production.
 
           20          Given this economic environment, the trade
 
           21    distorting policies of many Asian competitors, it



 
           22    is imperative that the United States could obtain
 
           23    the bidding to enter into beneficial trade
 
           24    agreements.
 
           25          Such arrangements offer the best means for
 
 
 
                                H & N COURT REPORTING
                                    (901) 323-3132



                                                              82
 
 
 
            1    U.S. textile industries to compete with nation
 
            2    textiles.  Science based, enforceable rules,
 
            3    governing trade and modify organizations and
 
            4    their products are an essential component of the
 
            5    WTO agreement.
 
            6          Without meaningful rules governing trade
 
            7    the most fear mongers and thinly disguised
 
            8    protectionism is likely to take over.  Our own
 
            9    (inaudible) battles of the European Union offer
 
           10    clear evidence of the inadequacy of current rules
 
           11    and regulations.
 
           12          We must ensure this technology is not
 
           13    satisfactory by unreasonable trade rules.  We
 
           14    urge our negotiators to continue to push for
 
           15    increased market access for our products and end
 
           16    to nontariff trade barriers.
 
           17          While the Uruguay Round agreement began the
 
           18    process of limiting government support for
 
           19    agriculture, there is still much room for
 
           20    improvement.
 
           21          The Council supports strong rules



 
           22    restricting the use of export subsidies and calls
 
           23    for more rigid application of those rules to
 
           24    developing countries.  Our competitors should
 
           25    have to match the dramatic reductions the United
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            1    States has made in lending governmental support
 
            2    to agriculture.
 
            3          Until such reductions are achieved,
 
            4    however, the United States must reserve
 
            5    (inaudible) in order to compete with the
 
            6    (inaudible) of our competitors.
 
            7          We urge continued support for programs,
 
            8    such as the Export Credit Guarantee Program and
 
            9    Market Access Program with help from other
 
           10    exports for our agricultural products.  Programs
 
           11    such as these are not trade distorting and fully
 
           12    comply with WTO principles.
 
           13          The importance of the upcoming round of
 
           14    negotiations is heightened by the incomplete
 
           15    sessions with China.  Terms of China's cessation
 
           16    from the WTO are critical to U.S. cotton industry
 
           17    given that China is both the largest producer and
 
           18    consumer of cotton.
 
           19          Furthermore, China is the primary offender
 
           20    of the U.S. rule of origin laws illegally
 
           21    transhipping vast quantities of vegetable and



 
           22    apparel products into the United States.
 
           23          Initial reaction of the cotton industry has
 
           24    been favorable to the report in terms of the
 
           25    agreement on raw cotton and cotton seed access to
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            1    China, but so far we have half a deal because
 
            2    China has not yet agreed to a ten-year phase out
 
            3    United States textile import quotas consistent
 
            4    with the terms granted to other WTO signatories.
 
            5          Given the already significant tranship of
 
            6    Chinese textile products into the United States,
 
            7    it is essential U.S. textile import quotas to
 
            8    China have to be phased out over a ten-year
 
            9    period.
 
           10          We are also awaiting final terms with
 
           11    China's domestic policy commitments.  Government
 
           12    control and manipulation of cotton and textile
 
           13    production in trade is evidenced throughout the
 
           14    Chinese trade system.
 
           15          Any agreement must force China to perform
 
           16    it's agricultural policies and its downstream
 
           17    subsidizing textiles prior to the WTO session.
 
           18          In conclusion I would observe that although
 
           19    the upcoming round of WTO negotiations is very
 
           20    important, U.S. agriculture is facing a serious
 
           21    economic crisis today.  Prices are at levels in



 
           22    relative terms that are in a four-year low and
 
           23    relief is not in sight.
 
           24          Prices of future gains and market access
 
           25    and increased demands do nothing to increase the
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            1    economic crisis facing U.S. agriculture today.
 
            2    Pressing needs for short term assistance and U.S.
 
            3    cotton producers in the U.S. agriculture in
 
            4    general is not being overstated.
 
            5          Though much of the U.S. economy escaped
 
            6    relatively unscathed by the Asian crisis and
 
            7    enjoys continued prosperity, U.S. agriculture is
 
            8    not so fortunate.
 
            9          The proper response with U.S. Government,
 
           10    our industry along with U.S. agriculture in
 
           11    general will be decimated as farmers in allied
 
           12    sectors are increasingly unable to meet financial
 
           13    obligations.
 
           14          The Council calls the government to restore
 
           15    funding for cotton WTO consistent step two
 
           16    program.  Other steps are necessary to bridge the
 
           17    short term meltdown.  U.S. agriculture must also
 
           18    be taken and taken quickly.
 
           19          Thank you for the opportunity to present
 
           20    these comments on behalf of the U.S. Cotton
 
           21    Industry.  We look forward to working with the



 
           22    administration in the upcoming round of
 
           23    negotiations and we've already submitted written
 
           24    copies for the record.  Thank you.
 
           25                 MR. SCHUMACHER:  (inaudible) comment
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            1    on the issue of no end in site.  Certainly look
 
            2    four or five years out as someone said the long
 
            3    term, short term.  So I think the key is working
 
            4    with Congress and getting additional funding
 
            5    beyond the budget.  We will need to look to that
 
            6    for additional support and hopefully that, too,
 
            7    will be one of those.
 
            8                 MR. MANNING:  I would like to thank
 
            9    all of the panelists for sticking on your subject
 
           10    and keeping us on schedule.  According to the
 
           11    agenda, we have time to take a one-hour break for
 
           12    lunch.
 
           13          To those of the media who are here, the
 
           14    panelists and the commissioners and those who
 
           15    have made presentations will be available during
 
           16    this lunch break and if you want to see a
 
           17    particular one, they will be available.
 
           18          We would ask you to come back in one hour.
 
           19    Lunch is served out in the banquet area just
 
           20    outside this area.  If you need help getting
 
           21    there or getting back, if you see anyone here on



 
           22    staff who has a yellow ribbon, they tied a yellow
 
           23    ribbon around them so they will be helpful.
 
           24    Thank you very much.
 
           25          At this time we will stand adjourned for
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            1    lunch and let's please be back at 1:55 so we can
 
            2    begin promptly.
 
            3                 (Lunch break at approximately 12:55
 
            4    p.m.)
 
            5                 MR. MANNING:  Our the presenter this
 
            6    afternoon is Mr. Mike Callicrate representing the
 
            7    Fayette County Cattlemens Association over in
 
            8    Somerville, Tennessee.  I understand that Mike is
 
            9    a card carrying member of the Tennessee
 
           10    Cattlemens Association and he probably handles
 
           11    and feeds a lot of cattle over this direction.
 
           12    So Mr. Callicrate, if you will come forward and
 
           13    begin your testimony.
 
           14                 MR. CALLICRATE:  Thank you for the
 
           15    opportunity to be here today.  I have a 12
 
           16    thousand acre feed lot in St. Francis independent
 
           17    cattle producers.  I depend on Tennessee cattle
 
           18    to fill the pens in my feed lot.
 
           19          It's important to me that Tennessee's
 
           20    cattle succeed or continue to produce the feed
 
           21    they do produce to fill the demand for that.  I'm



 
           22    also involved with a couple of different
 
           23    organizations.
 
           24          One is the Cattlemens Legal Fund.  The
 
           25    Cattlemens Legal Fund is a group of ranchers and
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            1    cattle producers who have filed a lawsuit against
 
            2    Iowa beef processors, Iowa BP, IBP, in an effort
 
            3    to restore competition back to the industry.  We
 
            4    believe that IBP has committed some practices
 
            5    that (inaudible).
 
            6          The other organization I have been heavily
 
            7    involved with is Archet which addresses unfair
 
            8    trade practices of the Canadian and Mexican
 
            9    cattle that are coming into our country and we're
 
           10    making progress on that.
 
           11          But I have spoken to thousands of cattle
 
           12    producers, spoken and listened to them across the
 
           13    country and I believe their views are in line
 
           14    with what I'm going to present here today.
 
           15          WTO, blessing or curse?  Who among us would
 
           16    not agree that world trade should by mutually
 
           17    beneficial?  Trade should promote peace, not
 
           18    cause hate and discontent.  I believe all
 
           19    countries should be allowed the freedom to
 
           20    develop their own sovereign wealth creating
 
           21    enterprises including sound, diverse and



 
           22    sustainable agriculture.
 
           23          But in our country the family farm and
 
           24    ranch system cannot survive further deterioration
 
           25    of this balanced concept of trade.  Local
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            1    sovereignty, environmental protection and
 
            2    individual rights cannot survive further trade
 
            3    liberalization which is actually trade
 
            4    distortion.
 
            5          A fair, equitable and sustainable society
 
            6    requires the balancing of many factors, not just
 
            7    economic, which can only be obtained by achieving
 
            8    a more efficient democratic system that devolves
 
            9    power to the most lower level practical depending
 
           10    upon the issue.
 
           11          Today roughly one half of the world
 
           12    population goes to bed hungry.  With talks of
 
           13    increasing exports, the citizens of Brazil are
 
           14    robbing government warehouses for something to
 
           15    eat.  China, while suffering mass starvation, is
 
           16    one of the world's biggest exporters of beef.
 
           17          Paradoxically, while unable to meet the
 
           18    growing demand for high quality beef, the United
 
           19    States has liquidated nearly two million cows and
 
           20    is now displacing U.S. production by importing
 
           21    low quality, inferior and noninspected beef,



 
           22    equal to over 20 percent of U.S. beef
 
           23    consumption.
 
           24          For the week of May 25 to April 1, 1999
 
           25    total beef imports amounted to over 50 percent.
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            1    The United States with only four percent of the
 
            2    world's population is the largest importer of
 
            3    beef in the world.
 
            4          Last year the U.S. cattle producer produced
 
            5    the smallest calf crop since 1951.  In view of
 
            6    this why are U.S. livestock producers going
 
            7    broke?  Argentina, Mexico, Canada, Australia, New
 
            8    Zealand and many other countries in the world are
 
            9    losing agricultural producers to low, below low
 
           10    cost of production commodity prices.
 
           11          Basically those who produce are losing and
 
           12    those who trade are winning.  This has now
 
           13    becoming a disastrous, world economic and human
 
           14    crisis.  We must ask, whom does the WTO represent
 
           15    and whom does it benefit?
 
           16          One answer should be corporate
 
           17    concentration, considered the number one problem
 
           18    in America and world agriculture.  Here, four
 
           19    beef packers IBP, ConAgra, Cargill and Farmland
 
           20    control over eight percent of the total cattle
 
           21    slaughtered.



 
           22          As in previous times throughout history
 
           23    these large corporate packers are falsely
 
           24    claiming economies of scale and efficiencies in
 
           25    justifying their size.  The truth is, these four
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            1    big packers have been very efficient in
 
            2    manipulating markets and essentially stealing
 
            3    from all producers.
 
            4          At the same time as the big four firm
 
            5    packer concentration has drawn from 36 percent to
 
            6    over 80 percent, the cattle producers share of
 
            7    the consumer dollar has been reduced by 20
 
            8    percent.  This amounts to over three hundred
 
            9    dollars per head less income to the producer at
 
           10    the same time the big packer and big retailer
 
           11    boast record margins and profits.
 
           12          U.S. meat packers are transnational.  Like
 
           13    many other corporations they do business with
 
           14    many other countries.  It has been said
 
           15    transnational corporations search the globe for
 
           16    the hungriest people who will work the cheapest
 
           17    and sell the production in the highest consuming
 
           18    markets.
 
           19          Today the U.S. is that market.  These
 
           20    companies leverage people and countries against
 
           21    one another in an effort to maximize their



 
           22    profits.
 
           23          Companies like IBP, ConAgra, Cargill and
 
           24    ADM are global predators guilty of human abuses,
 
           25    price fixing and other anticompetitive prices.
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            1    For many years U.S. sheep producers have been
 
            2    displaced by low cost of production lamb ports
 
            3    for Australia and New Zealand.
 
            4          Producers from all three countries continue
 
            5    to go bankrupt as the corporations orchestrating
 
            6    the trade grow wealthier.  And as with beef the
 
            7    consumers of lamb pay record high prices.
 
            8          Until people around the globe can be
 
            9    assured of protection from the illegal acts
 
           10    transnational corporations, any further
 
           11    liberalization and deterioration of balanced
 
           12    trade should be stopped.
 
           13          Many view the WTO as being controlled by a
 
           14    consortium of transnational corporations with the
 
           15    intent of colonizing the countries and the people
 
           16    of the world.
 
           17          Corporate and monied interests with their
 
           18    centrally planned collective systems have a
 
           19    history of human exploitation.  From the 14th
 
           20    century Dark Ages to the Irish Potato Famine to
 
           21    the recent Asian economic collapse.



 
           22          The WTO should not be allowed to be an
 
           23    instrument of human exploitation and instead
 
           24    should promote equal opportunity, economic
 
           25    fairness and social justice.
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            1          While the concept of multilateral
 
            2    interdependence has been to deter another world
 
            3    war it has not been shown that this new globalism
 
            4    is driven by the aspirations of huge -- it has
 
            5    now been shown that this new globalism is being
 
            6    driven by the aspirations of huge transnationals,
 
            7    not pursuit of beast.
 
            8          The WTO must not continue to ignore, as is
 
            9    the case today, the mandated costs of production
 
           10    and costs of doing business within countries,
 
           11    whether the costs are taxes, minimum wage laws,
 
           12    environmental and health regulations or currency
 
           13    evaluations.  Much of our environmental law is
 
           14    intended to preserve the world.
 
           15          I believe that a significant portion of
 
           16    export U.S. industry is brought about to avoid
 
           17    far more than simply U.S. wage destruction, but
 
           18    rather the avoidance of compliant with the spirit
 
           19    intent of U.S. law.
 
           20          A universal effort should be mounted to rid
 
           21    the world of this parasitic nonsustainable



 
           22    behavior.  The current establishments, the
 
           23    establishment being the USDA are land grabbing
 
           24    university system.
 
           25          The current establishment's view that big
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            1    predator corporations are necessary to feed the
 
            2    world is literally fatally flawed, erroneous and
 
            3    destructive.  I believe rather than feeding the
 
            4    world, we must allow the world to be fed.  Thank
 
            5    you.
 
            6                 MR. MANNING:  Anyone on the panel
 
            7    have any comments?
 
            8                 MR. SCHUMACHER:  I am going to
 
            9    listen and take comments back, but I do want to
 
           10    say on behalf of the USDA your suggestions about
 
           11    predators, I did visit the farmers market this
 
           12    morning and I am very pleased that we are
 
           13    supporting the small farmers as well.  I will
 
           14    comment later on that.  Thank you very much.
 
           15    Thank you and we will certainly reflect on that.
 
           16                 MR. MANNING:  Mike Brundage, if you
 
           17    will make your way to the podium, please.  Mike
 
           18    is representing the Tennessee Farm Bureau
 
           19    Federation.  He's a director and farmer from
 
           20    Martin, Tennessee.  So, Mike, we are awaiting
 
           21    your presentation.



 
           22                 MR. BRUNDAGE:  Mr. Chairman, Members
 
           23    of the Committee, we appreciate the opportunity
 
           24    to talk to you today regarding negotiating
 
           25    objectives for agriculture in the next round of
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            1    trade talks in the World Trade Organization.
 
            2          I'm here before you in strong support of
 
            3    U.S. agriculture being a significant force at the
 
            4    negotiating table in the next WTO round.
 
            5          I am here as the manual reports
 
            6    representing the Tennessee Farm Bureau as a
 
            7    member of the State Board of Directors.  The
 
            8    Tennessee Farm Bureau represents 90 percent of
 
            9    the farm families in Tennessee.
 
           10          As you know Tennessee is a very diverse
 
           11    state with three district regions.  Tennessee
 
           12    farmers produce the traditional row crops
 
           13    including cotton, corn, wheat and soybeans and we
 
           14    are consistently within the five tobacco
 
           15    producing states in the nation.
 
           16          I noticed on one of your slides this
 
           17    morning tobacco is very prevalent in a bunch of
 
           18    our exports.  With the pressure that it's under
 
           19    in the states that exporting will be important to
 
           20    our tobacco producers.
 
           21          In addition, we're a large producer of



 
           22    horticultural products and quality hardwood
 
           23    timber.  In today's global economy we realize
 
           24    that the future of the growth of agriculture of
 
           25    Tennessee will depend greatly on a free and open
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            1    trade to access customers around the world.
 
            2          Agriculture consistently runs the trade
 
            3    surplus with a positive balance of trade every
 
            4    year since 1960.  One of the few U.S. industries
 
            5    that does run a trade surplus.
 
            6          The ability of U.S. agriculture to gain and
 
            7    maintain a share of the global markets depends on
 
            8    many factors, obtaining strong trade agreements
 
            9    and making sure that they're properly enforced.
 
           10    Obviously, just going to talks and getting the
 
           11    agreements that we want to enforce in future
 
           12    years will take years and years to have some of
 
           13    those even though we have gained very little.
 
           14          Enhancing the administration's ability to
 
           15    negotiate increased market access for U.S.
 
           16    agriculture.  Last spring I had the opportunity
 
           17    to be in Washington and visit some other
 
           18    countries to their embassies and one of the
 
           19    things they told us when we talked about trade is
 
           20    the fact that our President didn't have the
 
           21    ability for a fast track ability in our Congress.



 
           22          So they seem to say that if we don't have
 
           23    the confidence to put the ability in the hands of
 
           24    our leadership, why would they want to negotiate
 
           25    with us.  So we have to take of some things right
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            1    here at home before we can do anything on a
 
            2    worldwide basis.
 
            3          Building necessary changes to the WTO
 
            4    dispute settlement process to ensure timely
 
            5    resolution of disputes.  You know, we read time
 
            6    and time and again of a dispute being brought up
 
            7    and then taking years and years to settle and by
 
            8    then we have worked out some other way to go
 
            9    about the problem or price changes have changed
 
           10    and changed the importance of that matter.
 
           11          The agriculture community is certainly
 
           12    suffering from very low commodity prices.  We've
 
           13    heard that from several speakers and to those
 
           14    people in this room it is a known fact.
 
           15          We have farmers that are facing devastation
 
           16    of prices that are lower than they were in the
 
           17    1930's and 40's though no more obvious than the
 
           18    hog situation this winter.
 
           19          It brings the point when we look at this
 
           20    from a common sense standpoint, this past winter
 
           21    I had the opportunity to be in Warez, Mexico,



 
           22    with millions of our neighbors begging for food
 
           23    and at home, I am in the hog business, we were
 
           24    selling hogs for ten cents a pound.
 
           25          It's hard to understand that those people
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            1    can live in silent order and we can't get the
 
            2    food to them and I can't make a profit.  We have
 
            3    some kind of breakdown in the trade negotiations
 
            4    when that's the situation.
 
            5          We must protect and strengthen
 
            6    agriculture's long-standing history of a balance
 
            7    of trade surplus.  Working through the WTO is a
 
            8    means to ensure agriculture trade remains
 
            9    strong.  The United States cannot afford to
 
           10    simply allow others to form new trade pacts and
 
           11    write future rules for trade.  We must be
 
           12    involved.
 
           13          If we forfeit this opportunity, U.S.
 
           14    producers, and exporters will be severely
 
           15    disadvantaged in the competitive marketplace in
 
           16    the 21st Century.
 
           17          If you would allow me to make a few common
 
           18    sense objectives for this next round.  Obviously
 
           19    we need policies that promote revenue not just
 
           20    stabilize growth or stop the downtrend.  We need
 
           21    to promote growth.  We need to change some of the



 
           22    charts that we looked at this morning to a
 
           23    different direction.
 
           24          Everyone benefits from a higher standard of
 
           25    living including the countries that receive our
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            1    exported products as some of us already mentioned
 
            2    with better food products and ability to buy and
 
            3    trade with us.
 
            4          Our agriculture negotiators must address
 
            5    head on issues of high tariffs, trade subsidies
 
            6    and other restrictive trade practices, much the
 
            7    same as the chart that you showed us with what
 
            8    the European countries are putting in their
 
            9    enhancement programs.
 
           10          We have an export enhancement program
 
           11    that's funded and we don't even use the full
 
           12    funds in the amount of money.  It's somewhat like
 
           13    we're at war with people using different types of
 
           14    arms if they're spending that much money and
 
           15    we're not spending any of ours.
 
           16          Many times personally I would feel that we
 
           17    could do more on that aspect in building
 
           18    relations and building the markets by using some
 
           19    of the money that we often refer to as bail out
 
           20    money, the money that's been put into farm
 
           21    programs to save our producers which is always a



 
           22    short term fix.
 
           23          Perhaps some of that money should be put
 
           24    into some market building opportunities that
 
           25    would make it last a lifetime rather than a few
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            1    short months until next year's crop.
 
            2          Our market is the most (inaudible) market
 
            3    in the world.  It seems as though we'll buy
 
            4    anything from anybody and we cannot allow
 
            5    competitors to trade openly in our market but
 
            6    deny us access to their markets on equal terms.
 
            7          That goes to the fact that sometimes we
 
            8    have seagoing vessels come to our country, bring
 
            9    us things and go home empty without the
 
           10    opportunity to put something on them to go home.
 
           11          We must ensure market access for
 
           12    biotechnology products produced from genetically
 
           13    modified organisms.  Significant delays and lack
 
           14    of transparency in the regulatory approval
 
           15    process initiate a need to clearly establish that
 
           16    biotechnology products are covered by the science
 
           17    based provisions of the WTO agreement and to
 
           18    ensure that the approval is handled in a timely
 
           19    manner.
 
           20          Nothing can be more important to the
 
           21    farmers in the southeast than this portion of



 
           22    your negotiation.  My small family farm alone
 
           23    this year's crop will include 60 percent of my
 
           24    bean crop ready beans.  I have 70 percent of my
 
           25    corn and BT product.  I also have 50 acres of
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            1    newly released round of ready corn.
 
            2          And in relation to the man's comment this
 
            3    morning about the in Monarch butterflies, if you
 
            4    had Round Up ready corn and BT corn, the milkweed
 
            5    would be better and the larva would (inaudible)
 
            6    to begin with so we can solve that problem before
 
            7    we even start.
 
            8          We need to facilitate to shorten the
 
            9    dispute resolution procedures and process.  As I
 
           10    mentioned before this typically can take as long
 
           11    as three years to settle a dispute once it's
 
           12    started and even after it's settled as with the
 
           13    EU banana and beef cases sometimes even after
 
           14    there is a settlement, compliance is not always
 
           15    as should or timely.  I understand that they are
 
           16    still needing some increase in time for some of
 
           17    those settlements.
 
           18          The negotiations must begin and conclude as
 
           19    early as possible.  Put the Tennessee agriculture
 
           20    producers on a level playing field with the rest
 
           21    of the world.  We have been trying to get on a



 
           22    level playing field as long as I have been
 
           23    dealing with agriculture.
 
           24          All negotiations for the next round should
 
           25    occur and conclude simultaneously.  By doing so
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            1    other countries will be prevented from having the
 
            2    difficult agricultural negotiations until the
 
            3    bitter end.
 
            4          A short time frame along with a single
 
            5    undertaking approach will prevent long drawn out
 
            6    negotiations that become too complicated to
 
            7    conclude punctually.  This will avoid leaving
 
            8    agriculture to be a last minute undertaking.
 
            9          Agriculture trade is important.  We can
 
           10    achieve a stronger agricultural trade with true
 
           11    reform of the current trading regime.  We need
 
           12    fair trade for our producers.
 
           13          We have an opportunity to help shape the
 
           14    agenda at the next round of trade talks.  We must
 
           15    seize this chance and demonstrate to the world
 
           16    that we are committed to opening new markets in
 
           17    U.S. agriculture.
 
           18          This is the conclusion of my remarks that
 
           19    was prepared and present from the Tennessee Farm
 
           20    Bureau.  I would like to add a personal comment
 
           21    or two if possible.



 
           22          I am a producer and I left my combine
 
           23    parked in the field today with nobody there to
 
           24    run.  I wouldn't have done that two or three
 
           25    years ago, but we're at a position and beginning
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            1    to get to the point of a crisis in agriculture t
 
            2    the point that it was worthwhile for me to stop
 
            3    the day's work to come and try to give my views
 
            4    to you.
 
            5          It also because I did leave at home a
 
            6    20-year-old son that's trying to start in
 
            7    agriculture and without your success in this
 
            8    World Trade Organization next meetings that we
 
            9    start into, he probably won't have that
 
           10    opportunity.
 
           11          It appears that as though my ability to
 
           12    survives kind of depends on your ability to
 
           13    succeed when you go to these hearings this year
 
           14    and start negotiations.
 
           15          When we signed on with the Frequent Farm
 
           16    Act it was a (inaudible) and I still believe it
 
           17    will work, but we did that with the promise of
 
           18    greater, stronger trade activity with the world.
 
           19          And as you can see with what you've
 
           20    presented us this morning from the time of the
 
           21     '96 Farm Bill we've gone the wrong way.  We've



 
           22    gone done instead of up which makes people tired
 
           23    of that situation.
 
           24          We're the big producers in the market.  The
 
           25    market today my county is two dollars for corn
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            1    and 4.50 for beans and 2.25 for wheat.  Just
 
            2    which one of those markets would you want to
 
            3    produce for.  I can't find one that's going to
 
            4    work too well.
 
            5          Dan, this morning talked about value
 
            6    added.  The problem with value added is that it's
 
            7    increased all of the way the picture looks as the
 
            8    experts say because we are producing more
 
            9    dollars, but those value added dollars are not
 
           10    coming back to the producers.  The producers of
 
           11    the raw product that start this process is
 
           12    sharing very little in the advantage whether it
 
           13    be potato chips or whatever we're seeing.
 
           14          So, you know, I hope that you take to heart
 
           15    the comments that you hear today.  You're hearing
 
           16    them all the way from CEO's of big corporations
 
           17    to small independent producers.  We all have a
 
           18    vested interest and we certainly appreciate the
 
           19    fact that you're going across the country
 
           20    listening before you start, but once you do, it's
 
           21    very important and I hope you carry that with



 
           22    you.  Thank you, sir.
 
           23                 MR. MANNING:  Willie German, would
 
           24    you make your way to podium?  He is a farmer from
 
           25    Fayette County and he is the Director of the
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            1    Tennessee Farm Bureau and the brother of a fellow
 
            2    that served us today.
 
            3                 MR. GERMAN:  Hey, Earl, how would
 
            4    you like a notebook?
 
            5                 MR. MANNING:  I don't like it.
 
            6                 MR. GERMAN:  My youngest son
 
            7    graduated from kindergarten.  He's six years old
 
            8    now.  It took him the whole first half of the
 
            9    school year this year to be able to say his color
 
           10    without saying to go big orange when he got to
 
           11    orange.
 
           12          Mr. Chairman, Members of the Committee, we
 
           13    appreciate the opportunity to share our thoughts
 
           14    regarding negotiations on agriculture and the
 
           15    World Trade Organization.
 
           16          At a time when future U.S. population and
 
           17    consumption levels are predicted to remain
 
           18    constant, we must anticipate that most growth and
 
           19    consumption of agriculture commodities will occur
 
           20    in other countries.
 
           21          Capturing the agricultural markets



 
           22    associated with this growth is crucial for
 
           23    Tennessee and U.S. farmers.  Therefore, the
 
           24    Tennessee Farm Bureau believes that it is
 
           25    imperative that the United States, along with
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            1    agricultural representatives, must be at the
 
            2    negotiating table in the next round of the World
 
            3    Trade Organization talks with trade negotiating
 
            4    authority to ensure that our agricultural trade
 
            5    surplus continues.
 
            6          International trade is a key contributor to
 
            7    a higher standard of living and full employment
 
            8    in the United States.  Over two million jobs
 
            9    depend on exports.  The impact of trade on
 
           10    agriculture has been especially profound with
 
           11    well over of 20 percent of our country's
 
           12    agriculture production shipped and consumed
 
           13    elsewhere.
 
           14          Locally grown and processed the agriculture
 
           15    and forestry products are Tennessee's leading
 
           16    category of exports, totaling 2.1 billion dollars
 
           17    in 1995.  For every dollar Tennessee farmers
 
           18    received in 1996, 22 cents of that was due to
 
           19    exports.
 
           20          One of the recommendations included in the
 
           21    summary report of the Governor's Council on



 
           22    Agriculture and Forestry was the need to increase
 
           23    the demand and profitability of Tennessee's
 
           24    agriculture and forestry products in
 
           25    international markets.
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            1          As you well know the passage of the 1995
 
            2    Farm Bill entered farmers into a free market
 
            3    system.  In order for this to work, we must look
 
            4    to the world market place for selling products.
 
            5          This mean that we must make sure that there
 
            6    are no artificial impediments in the way for U.S.
 
            7    agricultural sales.  The export levels for wheat
 
            8    and soybeans has been done 13 percent.  What
 
            9    would prices have been for Tennessee and U.S.
 
           10    farmer if exports had been up?  We need free and
 
           11    open trade opportunities for Tennessee tobacco,
 
           12    lumber, cotton, horticultural crops and soybeans
 
           13    as well as all other commodities.
 
           14          Agriculture cannot afford to sit back and
 
           15    allow the free trade process, which the U.S. has
 
           16    led and championed, to generate.  Today 96
 
           17    percent of the world's population lives outside
 
           18    the borders of the United States.  Reliance on
 
           19    the domestic market will not secure U.S.
 
           20    agriculture's place in the world agriculture
 
           21    system.



 
           22          Therefore, we urge you to assume a
 
           23    leadership role in the upcoming World Trade
 
           24    Organization negotiations and find ways to help
 
           25    transition Tennessee and U.S. farmers to utilize
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            1    the potential offered by foreign buyers in these
 
            2    foreign markets.
 
            3          With today's market prices we need to boost
 
            4    U.S. agriculture through various trade
 
            5    initiatives.  The action items supported by farm
 
            6    Bureau include:  Policies that promote open and
 
            7    free access to world markets, the removal of
 
            8    agricultural sanctions and an effort to deal more
 
            9    aggressively with countries that erect tried
 
           10    barriers and trade unfairly using export
 
           11    subsidies.
 
           12          With our prime geographical location,
 
           13    transportation, infrastructure and production
 
           14    capacity, Tennessee farmers are poised to fully
 
           15    participate in the world market of food and other
 
           16    agricultural products.
 
           17          However, we need to assure that Tennessee
 
           18    farmers with their many products will be able to
 
           19    take advantage of the constantly evolving world
 
           20    market.
 
           21          Our country has invested too much in the



 
           22    cause of trade liberalization to relinquish our
 
           23    leadership now.  In addition, Tennessee farmers
 
           24    must have the confidence that they will be able
 
           25    to sell their products on the world market
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            1    without restrictions in the years ahead.
 
            2          Farming has experienced some trying times
 
            3    right now.  We produce more than we can sell
 
            4    apparently.  Many of our customers in other
 
            5    countries cannot afford to buy our products
 
            6    because of our strong dollar and their stagnant
 
            7    economists.
 
            8          The U.S. has also placed trade restrictions
 
            9    on some of these countries.  It is very
 
           10    depressing and almost impossible to produce our
 
           11    food at prices below what they were worth 25
 
           12    years ago.
 
           13          I don't want to sound pessimistic, but I
 
           14    went all of you to understand that our farmers
 
           15    are in a desperate situation.  Sometimes it makes
 
           16    me feel like we're feeding the whole world but
 
           17    starving our whole families.
 
           18          That will conclude my comments on behalf of
 
           19    the Farm Bureau.  I, like Mike, farm.  That's how
 
           20    I try to make a living.  Mike and I started out
 
           21    as young farmer, young farmers and ranchers they



 
           22    call them now.  Mike, it's been 20 something
 
           23    years ago.
 
           24          Of course, when we first started we had a
 
           25    dream that we were going to farm.  Everything we
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            1    heard, you know, is the population was going
 
            2    slow.  There wouldn't be enough food to supply
 
            3    the growing population.
 
            4          And I know when I was a senior in high
 
            5    school I had 25 or 30 acres of soybeans.  I got
 
            6    over seven dollars a bushel for them back then.
 
            7    That's when was fertilizer was 30, 40 dollars.
 
            8    Of course, Daddy furnished the diesel and all but
 
            9    I know it was 12, 15 cents a gallon.  I know a
 
           10    new combine in 1977 was 30 thousand.  That
 
           11    wouldn't buy the headed today.
 
           12          Last fall we sold beans in the four --
 
           13    below the five dollar range.  I have never done
 
           14    that before.  Farming has been good to me up till
 
           15    last year.
 
           16          I have been farming on my own since 1977,
 
           17    started from scratch on 150 acres of own rented
 
           18    land in 1978.  This was the worse the year I ever
 
           19    had even with the drought back in 1983. '98 was
 
           20    the worst year we ever had and we didn't have
 
           21    this terrible yield.  Yields were exceptional.



 
           22    It was the price.  Dollar a bushel for our corn.
 
           23          There was lot of farmers at home put
 
           24    their -- they had a place to store it.  They're
 
           25    sending to (inaudible) right now and they're not
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            1    even checking (inaudible) so something is wrong.
 
            2          So we do appreciate the opportunity to
 
            3    express our views.  As Mike said, your job is so
 
            4    important and we hope you the best and hope
 
            5    you'll our requests.  Thank you.
 
            6                 MR. MANNING:  Unless one of the
 
            7    panelists has a comment or remark, Jack Theriot
 
            8    if you would make your way to the podium, please,
 
            9    sir.
 
           10          Jackie Theriot comes to us from
 
           11    St. Francisville, Louisiana, representing the
 
           12    Louisiana Farm Bureau Federation of which he is
 
           13    the secretary treasurer.
 
           14                 MR. THERIOT:  Thank you, Earl.
 
           15    Mr. Secretary, Members of the Panel, as Earl said
 
           16    I'm Jackie Theriot a producer of sugar cane in
 
           17    Louisiana and also manage a cooperative for
 
           18    growers in Louisiana.
 
           19          Although, my comments reflect Louisiana's
 
           20    views on U.S. agriculture trade negotiations,
 
           21    many of our views reflect the sentiments of



 
           22    producers across the nation.
 
           23          In Louisiana we are cognizant of the role
 
           24    that trade plays in the production of agriculture
 
           25    commodities in our state and across the nation.
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            1    As an industry agriculture in the U.S. represents
 
            2    one of the few industries that consistently runs
 
            3    a trade surplus in a highly competitive global
 
            4    marketplace.
 
            5          In 1997 Louisiana's agriculture exports
 
            6    were estimated at 740 million dollars, a
 
            7    comfortable share of our nation's 50 billion
 
            8    dollars of agricultural exports.  The top export
 
            9    crops in our state were cotton, rice, soybeans,
 
           10    wheat, corn and cotton seed.
 
           11          Based on Gross Farm Value export crops such
 
           12    as rice and cotton ranked as the third and fourth
 
           13    largest crops grown in the state.  In fact,
 
           14    Louisiana ranked third in the nation in the
 
           15    production of rice and sixth in the production of
 
           16    cotton.
 
           17          Although this is impressive for a state our
 
           18    size, these crops are just two segments of our
 
           19    state's diverse agricultural economy which
 
           20    includes a five million dollar forestry industry,
 
           21    a 1.4 billion livestock industry and 885 million



 
           22    dollar agriculture industry, a 502 million dollar
 
           23    sugar cane industry, a 157 million dollar nursery
 
           24    industry and an 82 million dollar sweet potato
 
           25    industry just to name a few.
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            1          In 1998 the total volume of agriculture
 
            2    commodities produced in the state were estimated
 
            3    at $9.6 billion and agriculture is the economic
 
            4    engine of our state.
 
            5          This snapshot of Louisiana agriculture and
 
            6    dits diversity is not unique to our state, and if
 
            7    you look at a composite of other states
 
            8    agricultural industries, you will find a similar
 
            9    picture.
 
           10          The significance of these numbers are that
 
           11    when we consider our state in total, 704 million
 
           12    dollars in exports must be weighed against
 
           13    agricultural enterprises that supply domestic
 
           14    markets.
 
           15          It is important to note that these markets
 
           16    in aggregate exceed the value of export crops in
 
           17    our state.  So while our organization strongly
 
           18    supports agreements that would provide greater
 
           19    market access for our state's agricultural
 
           20    producers of export commodities, we must also
 
           21    consider framing our trade objectives so that as



 
           22    we pursue securing greater market access for
 
           23    export commodities, we also recognize that not
 
           24    all agriculture commodities are export bound.
 
           25          Our negotiators must strive to achieve a
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            1    balance between maintaining current markets and
 
            2    securing new ones.  Otherwise, the only trade we
 
            3    are accomplishing is trading away an established
 
            4    market for access to an export market.
 
            5          Our thoughts are whether a market is an
 
            6    export or domestic market.  A market is a market
 
            7    and the largest cost to our country is the loss
 
            8    of an established market that has taken millions
 
            9    of dollars to develop.
 
           10          The formation of the World Trade
 
           11    Organization (WTO) in 1995 following the General
 
           12    Agreement on Tariffs and Trade (GATT) has
 
           13    established an agreement that is the frame work
 
           14    for 134 member countries and 30 other prospective
 
           15    ones to establish fair trade parameters for
 
           16    member countries.
 
           17          Today we stand poised to begin the next
 
           18    round of WTO negotiations.  However, the United
 
           19    States enters these negotiations with the lowest
 
           20    aggregate level of tariffs and trade protections
 
           21    of virtually any member country.



 
           22          Therefore, we must first target the
 
           23    noncompliance of member countries in the
 
           24    agreements negotiated in the last round of trade
 
           25    negotiations before forging ahead with additional
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            1    agreements.
 
            2          If a county has not complied with the terms
 
            3    of an earlier agreement, compliance must be
 
            4    reached before U.S. negotiators move forward on
 
            5    additional agreements.
 
            6          Second, our negotiators must avoid the
 
            7    temptation to offer any U.S. concessions to
 
            8    member countries in order to negotiate their
 
            9    compliance.
 
           10          In Louisiana a pointed example of WTO
 
           11    member country noncompliance is the Mexican
 
           12    government's attempt to revoke the terms of the
 
           13    sugar side-letter agreement in the North American
 
           14    Free Trade Agreement, (NAFTA) and the addition of
 
           15    tariffs onto U.S. High Fructose Corn Sweetner
 
           16    (HFCS).
 
           17          The side letter agreement on sugar which
 
           18    caps Mexico's access to the U.S. market was
 
           19    crucial in securing U.S. Congressional support
 
           20    for NAFTA.
 
           21          Now we see our domestic sugar market in



 
           22    jeopardy as the Mexican government expects the
 
           23    U.S. to absorb Mexican sugar displaced by HFCS by
 
           24    ignoring the terms of the side-letter agreement.
 
           25    This trade agreement compliance problem is
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            1    extremely significant to the economic health of
 
            2    our state.
 
            3          You see Louisiana ranks as the second
 
            4    largest sugar cane producing state in the nation
 
            5    and it is our state's largest agronomic crop.  It
 
            6    accounts for over 32,000 jobs and the sugar cane
 
            7    industry is the largest employer in a large
 
            8    region of our state.
 
            9          Our biggest concern is that U.S. trade
 
           10    negotiators will concede additional U.S. market
 
           11    access for Mexican sugar to remove Mexican HFCS
 
           12    tariffs.  In Louisiana, as well as in 15 other
 
           13    sugar producing states, our view is that any
 
           14    reduction in the terms of the sugar side-letter
 
           15    would amount to negotiating away our sugar market
 
           16    to secure a corn export market, a corn market for
 
           17    HFCS that according to the terms of the NAFTA
 
           18    agreement is illegally being subjected to a
 
           19    Mexican tariff.
 
           20          Another trade issue that impacts our state
 
           21    is the terms of China's accession to the WTO.



 
           22    While China is the world's largest market and
 
           23    U.S. Export opportunities abound for small grains
 
           24    and other commodities, China is also one of the
 
           25    largest producers of cotton in the world.
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            1          Cotton is important to Louisiana and it is
 
            2    our third largest crop.  While our state's cotton
 
            3    producers need to export cotton, the terms of
 
            4    China's accession to the WTO must include
 
            5    adequate safeguards that prevent Chinese cotton
 
            6    textiles from cannibalizing our nation's cotton
 
            7    production and textile industry.
 
            8          Negotiators need to understand that this is
 
            9    especially important because it is our nation's
 
           10    cotton producers that have made the greatest
 
           11    investment to develop the domestic cotton market
 
           12    in this country through checkoff contributions to
 
           13    fund Cotton, Incorporated, promotional
 
           14    advertising.
 
           15          Therefore, we feel that the WTO terms must
 
           16    address China's current cotton policy that
 
           17    currently provides a reference price for Chinese
 
           18    cotton production of 60 to 65 cents per pound.
 
           19          The accession terms must also provide that
 
           20    U.S. textile industry with an adequate transition
 
           21    period for the U.S. textile industry with a



 
           22    10-year phase-out of textile import quotas.
 
           23          Another sticking point in upcoming U.S.
 
           24    trade negotiations is the dilemma concerning the
 
           25    application of sanitary and phytosanitary
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            1    measures under the terms of the SPS agreement of
 
            2    the WTO.
 
            3          The European Union, (EU) has applied the
 
            4    terms of the SPS agreement to prevent the entry
 
            5    of genetically-modified grain and hormone fed
 
            6    beef.  However, I must state that despite the
 
            7    recent ruling by the WTO in favor of the  U.S.
 
            8    and Canada against the EU's hormone beef ban, we
 
            9    must realize that the SPS agreement does allow
 
           10    members countries to have different phytosanitary
 
           11    and sanitary standards based on sound science.
 
           12          Therefore, if a sanitary or phytosanitary
 
           13    standard has scientific justification, then the
 
           14    WTO will not rule against these standards even if
 
           15    they create a nontariff barrier.
 
           16          While I agree that scientific justification
 
           17    versus GMO corn is vague at best, U.S.
 
           18    agriculture may be best served by becoming
 
           19    proactive in the SPS standards debate and
 
           20    consider implementing U.S. standards for imported
 
           21    products that are similar for those governing



 
           22    domestically produced products.
 
           23          As the country with some of the highest
 
           24    environmental, sanitary, phytosanitary and labor
 
           25    standards in the world, U.S. negotiators have an
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            1    opportunity under the SPS agreement not to erect
 
            2    nontariff trade barriers, but to protect the
 
            3    safety of U.S. citizens by imposing sanitary and
 
            4    phytosanitary standards for foreign products that
 
            5    more closely duplicate the standards imposed on
 
            6    U.S. producers.
 
            7          An excellent case in point that illustrates
 
            8    the disparity between the standards for domestic
 
            9    versus imported products is the Food Quality
 
           10    Protection Act (FQPA) implemented by Congress in
 
           11    1996 to protect U.S. citizens from pesticide
 
           12    exposure risk based on sound science.
 
           13          The agricultural chemicals used by U.S.
 
           14    producers such as Malathion and Lorsban can only
 
           15    be used on crop applications.
 
           16          However, imported agricultural commodities
 
           17    are not subject to comply with the Food Quality
 
           18    Protection Act.  Therefore, many chemicals such
 
           19    as DDT and Chlorodane, which have been illegal
 
           20    for use in the U.S. for years, are still used in
 
           21    foreign countries.



 
           22          Their commodities produced with these
 
           23    illegal U.S. chemicals and others enter our
 
           24    country with less than one percent of these
 
           25    commodities inspected at the border.  Imported
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            1    commodities must only have residue levels that
 
            2    are below U.S. threshold levels and these
 
            3    residues are not considered under the FQPA, which
 
            4    governs U.S. producers very use of the product.
 
            5          If there ever was an unfair trade practice,
 
            6    it is our own government holding U.S. producers
 
            7    to a standard that imported commodities are
 
            8    exempt from.  The Act serves as a U.S. nontariff
 
            9    trade barrier against our own producers.  Under
 
           10    the STO SPS Agreement, Article 3, (Harmonization)
 
           11    #3 and under Article 4 (Equivalence) #1, a
 
           12    scientifically based SPS standard based on some
 
           13    provisions of the Food Quality Protection Act
 
           14    would legally fit within the WTO SPS agreement.
 
           15          My point is that U.S. negotiators must
 
           16    realize that whether we like it or not, sanitary
 
           17    and phytosanitary standards are already a part of
 
           18    ongoing trade agreements and that U.S.
 
           19    negotiators must consider enhancing U.S WTO SPS
 
           20    standards or risk losing U.S. agricultural
 
           21    markets to unregulated foreign imports.



 
           22          As we enter the next round of WTO
 
           23    negotiations, our U.S. agricultural trade
 
           24    negotiators' focus must be targeted on leveling
 
           25    the playing field.
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            1          Since the Uruguay Round, U.S. agriculture
 
            2    has not only complied with but has exceeded our
 
            3    trade obligations for lowering tariffs and
 
            4    subsidies and granting U.S. market access to
 
            5    foreign countries.
 
            6          Now as we view world agricultural trade,
 
            7    the Uruguay Round was successful in lowering
 
            8    tariffs and subsidy support levels, but foreign
 
            9    countries continue to have much greater import
 
           10    protections to their markets and higher subsidy
 
           11    support mechanisms for their producers than those
 
           12    provided to U.S. agricultural producers.
 
           13          Therefore, we recommend that negotiators
 
           14    employ a flexible request off strategy in the
 
           15    upcoming round of trade negotiations to reduce
 
           16    huge disparity in supports between the U.S. and
 
           17    WTO member nations.
 
           18          The formula driven method of negotiation
 
           19    support reductions used in the Uruguay Round
 
           20    reduced supports proportionately, still leaving
 
           21    U.S. producers competing for markets with foreign



 
           22    producers with much higher subsidies.
 
           23          A perfect example is EU sugar subsidies
 
           24    which totally distorts the world sugar price by
 
           25    paying EU sugar producers over 30 cents per pound
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            1    while marketing surplus EU sugar on the world
 
            2    market at less than 10 cents per pound.
 
            3          We further recommend that our U.S.
 
            4    negotiators target methods that have been used by
 
            5    foreign countries to circumvent their Uruguay
 
            6    Round commitments.  The main method of
 
            7    circumventing trade agreements has been through
 
            8    the formation of State Trading Enterprises
 
            9    (STE's).
 
           10          State Trading Enterprises were not
 
           11    addressed in the Uruguay Round and have been
 
           12    successfully used by countries such as Australia
 
           13    to provide subsidies and reduced interest rates
 
           14    for producers outside of their government's
 
           15    negotiated trade commitments.
 
           16          In conclusion, we feel that for
 
           17    agriculture, the upcoming round of WTO
 
           18    agricultural trade negotiations holds the
 
           19    greatest promise to expand market access for
 
           20    export commodities.
 
           21          At the same time we have an opportunity and



 
           22    an obligation to balance these efforts with
 
           23    hard-nosed negotiations to reduce the difference
 
           24    between U.S. and foreign agricultural support
 
           25    levels.
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            1          Our leverage is that the stability of our
 
            2    U.S. currency has made U.S. market access a
 
            3    prize. Let's use this opportunity to move toward
 
            4    more fair agricultural trade for our U.S.
 
            5    producers.
 
            6          I would like to thank the panel for your
 
            7    attention and it has been a privilege to appear
 
            8    before you today.  I would like to sincerely
 
            9    thank the U.S. Department of Agriculture and the
 
           10    United States Trade Representative for conducting
 
           11    this listening session, and I would like to
 
           12    compliment the Tennessee Department of
 
           13    Agriculture for hosting this listening session.
 
           14          Thank you again.  I will be happy to answer
 
           15    any questions.  Also I might add in this
 
           16    presentation I did make some comments Chlorodane
 
           17    and DDT.  That's not allegations.  My work brings
 
           18    me from back in the '60's as a Peace Corps
 
           19    volunteer, Kennedy administration to 45 countries
 
           20    in the worlds.  I do consulting in these
 
           21    countries on a very small basis back in



 
           22    Louisiana.
 
           23          But I have soon the use of Chlorodane and
 
           24    DDT.  Chlorodane supposedly according to our
 
           25    trade negotiators when I asked the question to
 
 
 
                                H & N COURT REPORTING
                                    (901) 323-3132



                                                              124
 
 
 
            1    Peter Scher in Washington indicated, well,
 
            2    they're using it for -- DDT they're using from a
 
            3    (inaudible) control in Mexico.  I've seen it with
 
            4    many own eyes.
 
            5          I go down to the level of (inaudible) in
 
            6    these countries.  Just came back from Bolivia.  A
 
            7    beautiful (inaudible) -- sugar cane herbicides.
 
            8    We cannot (inaudible) in this country, but, yet,
 
            9    they have a panel that dictates exactly how many
 
           10    ounces per (inaudible) you can use to control
 
           11    grass.
 
           12          So, again, panel be very cognizant of what
 
           13    is happening.  Always -- you know, going back to
 
           14    the SPS.  You know, we have a threshold -- like I
 
           15    indicated to the people in (inaudible).  The per
 
           16    capita made in (inaudible) is probably 60, 70
 
           17    dollars a year.
 
           18          You have 30, 40 percent mortality there
 
           19    among children that are suffering from much more
 
           20    than from lack of nutrition.  Now if the governor
 
           21    of (inaudible) decides we've got to try to do



 
           22    something about this.
 
           23          We've go to find a way to reduce the
 
           24    mortality rate and they find the perfect
 
           25    pesticide to be able to produce -- to be able to
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            1    get rid of the locusts and produce more food for
 
            2    their people so they can reduce the mortality
 
            3    rate and maybe (inaudible) in that pesticide.
 
            4          What choice do they have?  It's either
 
            5    death or use the pesticide.  If they produce
 
            6    enough of this food what SPS is telling me is
 
            7    that according to their level of protection, they
 
            8    can export this commodity to the U.S.  It just
 
            9    doesn't make sense.  Thank you, Mr. Chairman.
 
           10                   MR. SCHUMACHER:  I would like to
 
           11    thank Jack.  He made a couple of very interesting
 
           12    comments.
 
           13                 MR. MANNING: (Inaudible)  Gary
 
           14    Martin.  Gary Martin is the director of grain
 
           15    marketing for Farmland Industries in Kansas City,
 
           16    Missouri, and he is our next presenter.
 
           17                 MR. MARTIN:  Thank you.
 
           18    Distinguished panel, Mr. Secretary, it is indeed
 
           19    my pleasure to be here this afternoon.  Not only
 
           20    to demonstrate my personal commitment to
 
           21    advancing the best interests of world trade, the



 
           22    best interests of U.S. agriculture producers in
 
           23    the world market, but also demonstrate Farmland
 
           24    Industries interests in the same.
 
           25          I don't have a Cajun accent.  I'm a farm
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            1    boy from Illinois.  My family continues to farm
 
            2    in Illinois and Iowa but I do have a quite a bit
 
            3    of experience after I was displaced from the farm
 
            4    in the late 80's in the world markets and I hope
 
            5    to bring a little bit of that experience, at
 
            6    least the flavor of that experience, in my short
 
            7    remarks this afternoon.
 
            8          Farmland Industries is a farmer owned west
 
            9    of the Dakotas, south of Colorado into the
 
           10    Southwest.  In a way we're very much a grain
 
           11    based cooperative system very much directly
 
           12    involved with producers in economic benefit of
 
           13    world trade.
 
           14          As such, as an employee of Farmland, I
 
           15    think everyday about the best interests of the
 
           16    producers, and in forming our (inaudible) of
 
           17    world trade, first and foremost is the best
 
           18    interests of the some six hundred thousand U.S.
 
           19    producers that own and directly benefit
 
           20    economically from the success of the Farmland
 
           21    system.  That's in about 26 different states.



 
           22          What I hope to do today is first give you
 
           23    an idea of a little bit of the background why
 
           24    Farmland has come out so strongly to support the
 
           25    advancement of free and fair trade environment
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            1    and the globe.
 
            2          Secondly, a little bit about our success
 
            3    because I think it's important to the U.S.
 
            4    producer to understand that there can be success
 
            5    in international trade, and then third,
 
            6    Mr. Secretary, and distinguished panel, pointing
 
            7    out our particular perspective and a few point of
 
            8    where we think things ought to go.
 
            9          I firmly believe that the future economic
 
           10    well-being of American agriculture is very
 
           11    closely tied to our competitiveness and expanding
 
           12    in a very fast expanding global marketplace.
 
           13          The importance of trade to American
 
           14    agriculture wasn't emphasized in the '96 Farm
 
           15    Bill with the reduction in farm support
 
           16    programs.
 
           17          U.S. producers will depend on an estimated
 
           18    35 percent of their gross income by the year 2003
 
           19    on exports, 35 percent on imports.  Therefore, we
 
           20    believe that U.S. policy must strongly reflect a
 
           21    commitment to expanding world markets.



 
           22          The today we see three critical issues:
 
           23    First, Congress and the administration need to
 
           24    improve the fast track authority as soon as
 
           25    possible.
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            1          Second, China must be incorporated to the
 
            2    rules-based system of the WTO.  It's absolutely
 
            3    essential for American agriculture to bring the
 
            4    Chinese into a logical scientific rules-based
 
            5    system and that's represented by WTO.
 
            6          Finally, the U.S. needs to exempt food and
 
            7    agricultural products from future unilateral
 
            8    economic sanctions.  I know a lot has been done
 
            9    currently and I applaud administration in that
 
           10    regard.
 
           11          Farmland also sees that the importance of
 
           12    international trading is perhaps best underscored
 
           13    by America's shrinking share of the World's
 
           14    population.  Americans now comprise only four
 
           15    percent of the world's population today, don't
 
           16    have much population growth.
 
           17          And many countries that we trade with and
 
           18    hope to trade with are experiencing significant
 
           19    population growth and that alone is terribly
 
           20    significant to what is really a bountiful U.S.
 
           21    American agriculture.  Our ability to produce is



 
           22    just astounding.
 
           23          I visited some 111 countries in my non farm
 
           24    career that began in 1989.  I have seen more than
 
           25    one, I'm sure Gus you would reiterate my
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            1    comments.  There's a demand out there when we get
 
            2    to it.
 
            3          Perhaps the most important is the growing
 
            4    strength of the middle class.  The power of the
 
            5    emerging middle class is worldwide made up of
 
            6    consumers with the ability to shift their
 
            7    consumption patterns and that's a critical factor
 
            8    driving consumer markets.
 
            9          Since Farmland is grain based, we're very
 
           10    much involved in the pork and beef markets. I
 
           11    wanted to show a couple of slides to demonstrate
 
           12    that fact.
 
           13          Excuse me for the lack of clarity, although
 
           14    it comes up behind you, but we get a country like
 
           15    India or China where the per capita income is
 
           16    barely approaching 1000 dollars per person.
 
           17    Other countries like South Korea are closer to
 
           18    the 3000 dollar level.
 
           19          You can see that meat expenditures rise
 
           20    dramatically as that income rises and that's the
 
           21    growing middle class from 3000 per capita to the



 
           22    20 or 25,000 dollars per capita.  The U.S. and
 
           23    some of the developed countries are up around 30
 
           24    thousand per capita.
 
           25          I know I (inaudible) market for need for
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            1    Farmland.  I'm principally responsible for the
 
            2    grain, but I know where our targets in
 
            3    representing the pork and beef producers.  By the
 
            4    way, the Mississippi catfish producers go in that
 
            5    category, too.  Just recently we got involved in
 
            6    this Mississippi catfish production.  We see the
 
            7    expenditures going up around the middle class and
 
            8    the world.
 
            9          Just a couple of other points of view.
 
           10    Beef consumption.  Pretty stagnant in the U.S.
 
           11    Population and income play into that very
 
           12    strongly but the world line is a pretty strong
 
           13    lineup.  We need as U.S. producers access to
 
           14    markets.
 
           15          The story is very much the same.  The green
 
           16    line you can barely see on the bottom is just a
 
           17    flat U.S. consumption line of pork.  The yellow
 
           18    line is almost a 45 degree angle up.  Over time
 
           19    is the world consumption figures.
 
           20          So a growing middle class, a growing
 
           21    population it's some place else in the U.S.  We



 
           22    need and want that market for the U.S.
 
           23    agricultural producer.
 
           24          Just a couple of other examples for
 
           25    statistics.  By 2005 in the country of India we
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            1    believe there will be 115 million new members of
 
            2    that middle class.  By 2005 in China 196 million
 
            3    new members of the middle class.  The middle
 
            4    class, of course, as demonstrated by these slides
 
            5    is a major consumer -- potentially a major
 
            6    consumer of U.S. agricultural products,
 
            7    particularly their meat products which indeed are
 
            8    value.
 
            9          Just a little bit about the Farmland
 
           10    system, something I am very proud of and very
 
           11    proud to be farmer owned and working with the
 
           12    600,000 producers that own Farmland systems.
 
           13          We have and continue to develop business
 
           14    strategies revolving around and focused on a
 
           15    particularly expanding world markets.  In just
 
           16    six years our international sales have grown from
 
           17    less than 200 million dollars to 4.1 billion
 
           18    dollars.
 
           19          Those sales are directly reflected in
 
           20    benefits to the producer, not only in (inaudible)
 
           21    returns, but in growth and equity in the system



 
           22    itself.
 
           23          In my particular case I am responsible for
 
           24    Mexico.  Since the passage of the North American
 
           25    Free Trade Agreement our trade with Mexico has
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            1    increased from 50 million dollars in 1992 to 450
 
            2    million dollars in 1998, sales with U.S.
 
            3    agricultural producers products.
 
            4          Third point, of course Farmland giving this
 
            5    experience, giving this direct benefit to U.S.
 
            6    agriculture producers supports timely and
 
            7    comprehensively trade negotiations in the
 
            8    upcoming trade round.
 
            9          We also support I think I'm reiterating now
 
           10    in my Cajun voice, but reiterating some of the
 
           11    things that were said before that the rules
 
           12    behind the sanitary and phytosanitary measures
 
           13    simply must be based on strong science.
 
           14          We have had many negative experiences.
 
           15    Thanks to the administration many of those have
 
           16    been resolved, Gus.  And we appreciate the
 
           17    assistance to us as exporters.  But we must have
 
           18    a strong sound science and deal with that
 
           19    comprehensively across the board.
 
           20          Export subsidies we've talk about 83.5
 
           21    percent of the global exports subsidies and the



 
           22    U.S. only accounts for 1.4 percent.  We know
 
           23    they're there.  They have to be on the table and
 
           24    addressed very, very seriously.
 
           25          Tariffs, something I deal with everyday in
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            1    trying to export grain, I don't care where it's
 
            2    at you need to become aware of it particularly in
 
            3    some of these advantages in South and Central
 
            4    America can from (inaudible).
 
            5          Kind of happy to see that the Indian pact
 
            6    didn't find its way to (inaudible) American in
 
            7    the short term.  That helped us out a little
 
            8    bit.  We know that the average WTO member tariffs
 
            9    are 50 percent.  The EU are at 20 percent and we
 
           10    sit here at eight percent.  That's a tough
 
           11    situation.  We need to be competitive and that
 
           12    doesn't help us any.
 
           13          We have a very strong interest in seeing
 
           14    state trading prices move toward full price
 
           15    transparency and eventually into the free private
 
           16    sector market entities.  That's a strong point
 
           17    for us.  We see that in fees in a fair and
 
           18    (inaudible) price of U.S. producers.
 
           19          Biotech products have been discussed in
 
           20    detail.  But fair and transparent and, again,
 
           21    scientifically acceptable rules must be



 
           22    implemented across the board.
 
           23          I looked at my part representing the
 
           24    producers interest in Farmland just last year.
 
           25    This year, in fact, Biotech this is my budget my
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            1    budget, my responsibility to the farmer about 400
 
            2    million dollars.  We don't get Biotech to
 
            3    straighten it out.  Again, I applaud the
 
            4    administration for moving that forward in
 
            5    international negotiations.
 
            6          Dispute settlement mechanisms, which gives
 
            7    problems over time must be shortened and we must
 
            8    have clearly have as regional processes an end in
 
            9    mind a, time end and however things are going to
 
           10    be concluded with the dispute settlements.
 
           11          We constantly see and have concern for
 
           12    countries being permitted to disregard dispute
 
           13    settlement findings and some of those have been
 
           14    mentioned earlier today so I won't go into those
 
           15    again.
 
           16          But producers must see that end to have
 
           17    confidence in the multilateral trading system.
 
           18    So the dispute settlement is key for acceptance
 
           19    of producing others.
 
           20          That's it.  That's my points.  Again, I
 
           21    very much appreciate it.  Do I have a personal



 
           22    commitment to this effort and into Farmland has a
 
           23    strong commitment as well.
 
           24          I appreciate your time and for all of the
 
           25    audience.  Again, this is the way to go.  It's
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            1    working for a farmer owned company like Farmland,
 
            2    we have to smooth out some of those rough spots
 
            3    and we're confident that the administration is
 
            4    capable of doing that for those.  Thank you
 
            5    again.
 
            6                 MR. SCHUMACHER:  Could I ask you one
 
            7    clarifying question?
 
            8                 MR. MARTIN:  Sure.
 
            9                 MR. SCHUMACHER:  That's on port.  We
 
           10    had comments this morning and also at lunch that
 
           11    pork is in pretty bad shape.  Your trim line I
 
           12    think shows that pork demand worldwide is going
 
           13    up faster than beef?
 
           14                 MR. MARTIN:  Yeah.
 
           15                 MR. SCHUMACHER:  Would you comment?
 
           16    I'm very interested in the way that you're
 
           17    working on pork with Mexico that I heard about at
 
           18    length yesterday with one of your colleagues.
 
           19    I'm quite impressed with that.
 
           20                 MR. MARTIN:  It's both the branded
 
           21    strategies and commodities.  Of course we all



 
           22    understand the importance of a branded strategy
 
           23    in consumer markets.  As the middle class grows,
 
           24    the branded strategy is necessary.
 
           25          Farmland is a partnership with the Mexican
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            1    swine producer who has access to some of the
 
            2    markets with this existing product and an overlay
 
            3    of our export products into that market on a
 
            4    branding basis.  At the same time we compete
 
            5    aggressively in commodities.
 
            6          So we've done -- in fact, we've used the
 
            7    same strategy many times in the case of branding
 
            8    other products.  We find it very successful to
 
            9    find an in country partner who already has access
 
           10    to the markets, is sometimes access to some the
 
           11    idiosyncracies to the government regulations
 
           12    where to gain access for our products.
 
           13          Now the branding strategy is very
 
           14    particularly to pork because we're very strong
 
           15    branding pork and beef but very strong in beef.
 
           16    Again, I think we're going to make Mississippi
 
           17    catfish work, too, from a branding strategy.
 
           18          But adding that incremental value, bringing
 
           19    that value back to the U.S. producer in pork
 
           20    through a brand strategy -- it's not simple.
 
           21    It's a complex process in our case, a partnership



 
           22    with the local cooperative in Mexico that also
 
           23    produces pork that already has access has been
 
           24    very successful.
 
           25          By the way, our principal customer there is
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            1    a Mexican company that's owned by Wal-Mart, that
 
            2    particular group, and they're there helping us
 
            3    out a lot, too, in promoting U.S. branded pork
 
            4    products alongside Mexican branded pork products
 
            5    by increasing the sales and ultimately U.S.
 
            6    profit.
 
            7                 MR. SCHUMACHER:  Thank you.
 
            8                 MR. MANNING:  Andrew Whisenhunt
 
            9    known from Bradley, Arkansas, over in the
 
           10    northwest corner of the state.  He's here
 
           11    representing Arkansas Farm Bureau as president of
 
           12    the Arkansas Farm Bureau and he's also on the
 
           13    executive committee of the Farm Bureau.  Andrew?
 
           14                 MR. WHISENHUNT:  It's a delight to
 
           15    be here and to have the opportunity to speak to
 
           16    this distinguished crowd, and, Mr. Secretary,
 
           17    we're delighted that you're interested enough in
 
           18    agriculture and especially throughout the
 
           19    country, not just from the perspective you get
 
           20    sometimes within the beltway, but if you get out
 
           21    and come and travel the country here and have the



 
           22    opportunity to give you some of the thoughts and
 
           23    perspectives.
 
           24          I come from a part of the State of Arkansas
 
           25    that because of terrible weather conditions for
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            1    the last several years, many of our farmers are
 
            2    either not farming this year or still have not
 
            3    received (inaudible) and they're trying to get by
 
            4    on getting a crop in the ground and hoping.
 
            5          Yet when we look at the prices, it would
 
            6    take a double bumper crop in many of them to
 
            7    break even much less gain any ground.  For those
 
            8    of us who work in the leadership role, we see
 
            9    that opening the world market is feeding those
 
           10    people that need it and building that pricing
 
           11    structure to where we will be able to survive
 
           12    and, to live and to share in prosperity that our
 
           13    country has; that it's worth our time and effort
 
           14    to come and speak to you to bring you some
 
           15    thoughts.
 

 
           17    commend my good friend from Tennessee and

           18    Louisiana Farm Bureau, they're writer just copied
 

 
           20    letter.

           21          But I won't go into all of it.  I would



 
           22    like to make a few personal observations and read
 
           23    to you a few things that we've said and not
 
           24    prolong the testimony.
 
           25          On the second page we see that agriculture
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            1    is one of the few industries that consistently
 
            2    runs in trade services having boasted a positive
 
            3    trade every year since 1960.  We feel that U.S.
 
            4    agriculture must get to the negotiating table in
 
            5    a meaningful way to ensure the situation
 
            6    continues.
 
            7          The ability of our agriculture community
 
            8    and the entire trade maintain a share of the
 
            9    global market depends upon many factors including
 
           10    obtaining strong trade agreements that are
 
           11    properly enforced.
 
           12          I think that from the layman's perspective
 
           13    this is one of the weaknesses that we have found
 
           14    and the rounds of the Uruguay and also NAFTA that
 
           15    many times those negotiations and the agreements
 
           16    have not been properly enforced and not been
 
           17    (inaudible) especially (inaudible).
 
           18          Many of our people throughout the South --
 
           19    well, throughout the country that have depended
 
           20    upon markets for their perishable goods and then
 
           21    we have an influx from outside and by the time



 
           22    the negotiations are reached many of the

           23    individual farmers have lost everything and
 

 
           25    because of the time frame that's involved.  I
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            2          Enhancing the administration's ability to

            3    negotiate.  Of course, this is something that we
 

 
            5    authority to our administration.  We're going to

            6    be a meaningful participator in this next round.
 

 
            8    it here, but as I look at the number of sanctions

            9    that have been placed upon our products
 

 
           11    years in a number of countries in light of the

           12    fact that Fair Act promised that where there was
 

 
           14    farmer concerning his commodities that are

           15    affected by sanctions, these continued to be
 

 
           17          I, together with the president of American

           18    Farm Bureau trade group went to Cuba recently and
 

 
           20    need food.  They're still under rations.  They

           21    would love to buy American products.



 
           22          And because of the difference in trade, for
 
           23    instance, in rice we buy with the same hard
 
           24    currency 30 percent more American rice than the
 
           25    rice they're buying.  We can't sell it to them
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            1    and we need so desperately to help our families,
 
            2    not only in rice, but in corn and wheat and
 
            3    soybeans.
 
            4          So anything that we can do until we get
 
            5    these sanctions lifted and get it to where that
 
            6    especially in food and medicine that we're going
 
            7    to be at a disadvantage and then make the changes
 
            8    in the WTO despite settlement process as I
 
            9    mentioned in making timely resolutions.
 
           10          I want to skip because much of this is
 
           11    repetitious.  At present our market is the most
 
           12    open in the world.  As we look at the tariffs
 
           13    that are imposed upon goods that are coming in
 
           14    they're usually three to five percent.
 
           15          On the other hand, most of the places that
 
           16    where we try to sell it run anywhere from 20 to
 
           17    50 percent, sometimes even 100.  We can't sit
 
           18    idly by while our competitors trade openly in our
 
           19    market but deny us access to their's.
 
           20          I remember so well in the 80's when my wife
 
           21    was invited to go with the Secretary of Guam to



 
           22    Japan and I recall visiting a Japanese rice
 
           23    farmer with seven acres of rice.  He invited us
 
           24    to have refreshments in his million dollar home.
 
           25          I made the comment that I had 134 hundred
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            1    acres of rice that year and I could hardly break

            2    even.  The difference was I was getting about
 

 
            4    getting 96.

            5          Then I remember going back in '92 I think
 

 
            7    for the first time they allowed us to put out

            8    some samples for viewing of rice.  And it was
 

 
           10    to drop another bomb, the concern and the media

           11    attention that was given to it.
 
           12          As we talked to the business people they
 
           13    wanted to open the markets but the political and
 
           14    the farmer strategy was that we have a good thing
 
           15    and we're not going to turn it loose.
 
           16          We always have that.  We have it in this
 
           17    country of those areas that are protected to a
 
           18    point that we do not want to face reality, make
 
           19    changes.  One Japanese rice farmer said I can
 
           20    make more in tomatoes than I can in rice, but I
 
           21    just like to grow rice.



 
           22          I suggested when they said this is part of
 
           23    our culture, I said, well, some of our oil makers
 
           24    in Detroit kind of felt like it was part of their
 
           25    culture, but we didn't charge ten times for their
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            1    cars coming in here to protect.
 
            2          So these are the types of attitudes that
 
            3    you find throughout the world, not only overseas
 
            4    but in some instances here.  As a leader in a
 
            5    general farm organization we have to look at all,
 
            6    all of the situation, the overall good of all
 
            7    when we negotiate.
 
            8          I have heard that there is quite a concern
 
            9    in the (inaudible) we talked about last night
 
           10    that we had to include certain provisions and
 
           11    certain guarantees before we go into
 
           12    negotiations.  One them was labor, another was
 
           13    environment and then we hear so many times social
 
           14    issues involved.
 
           15          I submit to you, sir, and to the panel that
 
           16    even though these are worthwhile objectives, when
 
           17    we're talking about world trade, we're talking
 
           18    about feeding, clothing and building prosperity
 
           19    and the quality of life throughout the world.
 
           20          You'll never get an even playing field when
 
           21    it relates to labor issues, to environmental



 
           22    issues and to anatomical human rights or social
 
           23    issues.  These should be addressed but it should
 
           24    not be a condition upon which we negotiate that
 
           25    we might trade.
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            1          Out of it will come a better understanding
 
            2    of how we deal with these.  As an example, one of
 
            3    the concerns has been the destruction of the rain
 
            4    forest, the stripping bear of the land throughout
 
            5    the world to feed the world.
 
            6          We in our country have put because of
 
            7    prosperity, because of markets that we have the
 
            8    money that's available to buy it that we have
 
            9    progressed at a tremendous rate in the last 50 or
 
           10    60 years.
 
           11          As a personal example, I remember we kind
 
           12    of prided in ourselves each spring how many times
 
           13    we put a tractor piece of tillage equipment over
 
           14    a field before we got it planted and we had to
 
           15    get it so beautiful.
 
           16          This year our crop, for the most part, is
 
           17    planted in last year's stomach, beautiful crops.
 
           18    We've done it by developing the best technology,
 
           19    planting equipment and providing those plant
 
           20    protection of production tools, such as round up
 
           21    ready beans and cotton, BT corn.  These are



 
           22    called genetically modified organisms.
 
           23          And I think we have an education to do.  It
 
           24    seems that many people in our country think that
 
           25    these are some terrible little things that are
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            1    setting inside of and they're going to explode
 
            2    some day and reveal some terrible thing there.
 
            3          But I would tell you that every living
 
            4    individual here in life is a result of biogenetic
 
            5    modification, the difference between the
 
            6    (inaudible) created a new modified organism and
 
            7    the plants that we planted, the animals that we
 
            8    raised has resulted in a long and a very domain
 
            9    scientific basis used for researchers to develop
 
           10    the green revolution, hybrid corn, lean hogs,
 
           11    kinds of beef cattle and the chickens that we
 
           12    have are all the result of genetic modification.
 
           13          Before where it took years, today our
 
           14    science has found a shortcut.  We're the
 
           15    beneficiaries.  If we can get the message to the
 
           16    world, then we will sell to them and we'll trade
 
           17    with them with the finest products that's ever
 
           18    been known to man.
 
           19          I will let you read the rest of my
 
           20    statement at your leisure.  Thank you, sir.
 
           21                 MR. MANNING:  Pat Sullivan is a



 
           22    farmer from Burdette, Arkansas, down in southwest
 
           23    Arkansas who grew up in the opposite corner of
 
           24    the state in northeast Arkansas.  Pat Sullivan
 
           25    from Burdette, Arkansas.
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            1                 MR. SULLIVAN:  Thank you.  Earl, I
 
            2    can appreciate your dilemma with being from
 
            3    Mississippi State being a bulldog and trying to
 
            4    write and be an editor for the Progressive Farmer
 
            5    and staying out of trouble.  My dad went to
 
            6    Mississippi State and my wife went to Ole Miss.
 
            7    I have a cousin that went to Alabama, one that
 
            8    teaches at Florida State and my grandparents all
 
            9    went to school at Auburn and got ag degrees.
 
           10          I personally like LSU when they played down
 
           11    in Death Valley because the food I can get, the
 
           12    Po Boy sandwiches and the stuff they serve down
 
           13    there.  I can't get tickets to Tennessee and
 
           14    Kentucky yet, but I'm trying.  I can pick out any
 
           15    team on a given Saturday and pull for them.
 
           16                 MR. MANNING:  You're (inaudible.)
 
           17                 MR. SULLIVAN:  I would like to thank
 
           18    Mr. Secretary and this distinguished panel that's
 
           19    come to the Mid-South.  We appreciate it very
 
           20    much.  I'm a seven thousand acre farmer from
 
           21    northeast Arkansas, just a few miles north of



 
           22    here, almost in the boot hill of Missouri.
 
           23          I operate a family farm with three sons and
 
           24    my wife.  We farm all grain, soybeans, wheat,
 
           25    rice and corn.  And also my comments today will
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            1    primarily be centered around wheat.  I represent
 
            2    the Arkansas Wheat Promotion Board.
 
            3          Back in 1984 we wheat farmers in Arkansas
 
            4    passed a check off and became the first winter
 
            5    wheat state to become a member of U.S. Wheat
 
            6    Associates and a lot of this information, a lot
 
            7    of the policies that I have opinions on actually
 
            8    came through the board of directors U.S. Wheat
 
            9    which I serve.
 
           10          We have had -- as a result of this check
 
           11    off we raised about 500 thousand per year that's
 
           12    been on promotion and research.  We had the
 
           13    Chinese (inaudible) team that has come through
 
           14    and many others that came through.
 
           15          This particular Chinese team that came
 
           16    through was from Bejing and we had depended
 
           17    heavily on the Chinese market which I will refer
 
           18    to a little bit later.  The commodities that
 
           19    we -- I represent major exported commodities in
 
           20    Arkansas wheat about two billion dollars in 1997
 
           21    were exported and this is much more than our 150



 
           22    of the share of the figures that you had,
 
           23    Mr. Schumacher, on the screen this morning.
 
           24          Soybeans and poultry have always been
 
           25    number one and two.  Soybeans is number one, 435
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            1    million, poultry 413.  Rice is right there with
 
            2    them, 411 and wheat 238 million and cotton, which
 
            3    we talked about this morning.
 
            4          The Mid-South has always been well-known as
 
            5    a cash crop and wheat is even a little bit higher
 
            6    than cotton as far as what -- we produce about a
 
            7    million acres of wheat.  It's probably the best
 
            8    kept secret in the United States that we grow
 
            9    wheat in Arkansas and in the Mid-South
 
           10    (inaudible.)
 
           11          Most of these products are grown in the
 
           12    eastern part of the state near the Mississippi
 
           13    Rivers and Arkansas River, so we have a real
 
           14    advantage as to exporting overseas.
 
           15          We normally exported and have been
 
           16    exporting about 80 percent of the wheat that we
 
           17    grow through the Gulf ports and we think that our
 
           18    objectives coincided almost verbatim with the
 
           19    ones that you had on your screen this morning.
 
           20          The five goals that you had on your screen
 
           21    that would coincide with the ones that we had,



 
           22    early conclusion to negotiations, elimination of
 
           23    export subsidies, sanitary and phytosanitary
 
           24    issues.  These need to be renewed and not
 
           25    reopened.  Market access for Biotech and dispute
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            1    resolutions.
 
            2          The U.S. domestic wheat market, which has
 
            3    not been referred to this morning, but it's still
 
            4    expanding.  It does not offer the growth
 
            5    potential that was available abroad.  Ninety-six
 
            6    percent of the world's population is living
 
            7    outside the United States.  So U.S. wheat
 
            8    producers have little but to focus on the
 
            9    potential of the export market.
 
           10          The U.S. maintains fewer trade distorting
 
           11    practices and activities than most other wheat
 
           12    exporting countries.  It should use its leverage
 
           13    to influence and set forth an agenda and
 
           14    strategies to benefit the U.S. farmer.
 
           15          U.S. policymakers continually need to be
 
           16    reminded about the Freedom to Farm Act which was
 
           17    predicated on the assumption that producers would
 
           18    have ready access.  This has already been
 
           19    referred to numerous times today.
 
           20          United States Congress also needs to go
 
           21    ahead and pass what we call the Trade Negotiating



 
           22    Authority Legislation which previously is known
 
           23    as fast track so that we can participate in these
 
           24    trade matters.  Any progress in reducing barriers
 
           25    would continue to be almost impossible without
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            1    this fast track legislation.
 
            2          I think Andrew has done a great job of
 
            3    talking about biotech, so I'm going to pass that
 
            4    one.  The U.S. wheat producers are relying on
 
            5    export markets for roughly one half of 50 percent
 
            6    of the sales.  They resent being shoved out of
 
            7    some of the world's significant export markets
 
            8    for U.S. political purposes.
 
            9          It's pure and simple.  We're mad about;
 
           10    we're angered about and we want it changed.
 
           11    We'll do all we can to have it changed and we're
 
           12    trying to do that as you can see with our check
 
           13    off.
 
           14          Sanctions on wheat exports do not work.
 
           15    They just encourage buyers to find their products
 
           16    elsewhere.  U.S. producers want to be reliable
 
           17    exporters, and, therefore, oppose the imposition
 
           18    of any sanctions except in cases of war or
 
           19    national emergency.  And the WTO should endeavor
 
           20    to discourage unilateral sanctions on food in
 
           21    countries around the nation.



 
           22          We have a situation in wheat that I'm sure
 
           23    you're familiar with.  I'm going to give you a
 
           24    copy of this, but I'm going to point out a little
 
           25    bit about it because I'm centering it on the
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            1    Chinese market.
 
            2          Back in 19 -- there was a smut disease
 
            3    called TCK.  I'm sure you may have heard about
 
            4    it.  Tilletia controversa kuhn is the name of it,
 
            5    develops in winter wheat crops that are grown in
 
            6    many parts of the world, particularly in this can
 
            7    country in the Pacific Northwest.
 
            8          It does no harm to anyone, no humans or
 
            9    animals.  It's specific environmental conditions
 
           10    that cause this TCK product where you have
 
           11    constant snow cover and we have none of this as
 
           12    I've shown in the Arkansas wheat or the Mid-South
 
           13    wheat because we don't have conditions for it.
 
           14          But back in 1972 China instituted
 
           15    restrictions on imports to the U.S. wheat because
 
           16    of TCK and put in what they called zero
 
           17    tolerance.  But from 1970 to 1996 when China
 
           18    continued to import wheat from the Gulf Coast and
 
           19    none from the Pacific Northwest.  My friends and
 
           20    farmers were hopping mad about that.  They have
 
           21    always been concerned about it because they felt



 
           22    like they were being unfairly discriminated
 
           23    against.
 
           24          During that period of time we exported a
 
           25    huge amount of wheat to China.  China and Russia
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            1    were our number one market for wheat for many
 
            2    years, and we've lost the Chinese market; we've
 
            3    lost the Russian market.  We'll never get the
 
            4    Russian market back and we know that.
 
            5          But in '86 China expressed an interest in
 
            6    becoming a member of GATT and for next 13 years
 
            7    they were trying to pursue this and trying to
 
            8    talk about the World Trade Organization and
 
            9    membership in that.
 
           10          Then in 1988 through '91 several China
 
           11    workshops were developed.  Some of you may have
 
           12    been received in developing a TCK spore
 
           13    identification process.  So in 1992 the U.S.
 
           14    decided to sign a bilateral agreement or
 
           15    memorandum of understanding in which China agreed
 
           16    to resolve the sanitary and phytosanitary
 
           17    products and base everything on sound science.
 
           18          Well, in 1993 through '96 Eugene Moos, who
 
           19    I assume is still with the SPA, undertook efforts
 
           20    to solve the TCK problem.  There was a joint
 
           21    China working group, U.S. China working group,



 
           22    that was formed that had many meetings and
 
           23    searching for a solution.
 
           24          So China finally announced that the West
 
           25    Coast wheat, which we think at times has the TCK
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            1    problem, could be shipped to the island of Hainan
 
            2    without restriction, wherever that is, some
 
            3    island.  And so the U.S. rejected promptly this
 
            4    as being the solution that was entirely too
 
            5    restrictive.
 
            6          So that brings us back sort of fairly close
 
            7    to where we are now.  The U.S. has done
 
            8    considerable research to determine the levels of
 
            9    TCK spores.
 
           10          In March of '96 China refused to unload
 
           11    several Gulf wheat shipments.  Now this is our
 
           12    Gulf Port Shipments of wheat because of TCK,
 
           13    which caused a substantial financial loss to U.S.
 
           14    exporters.
 
           15          This was a dramatic change from any earlier
 
           16    practices that they had where they had always
 
           17    been very easy to export wheat through the Gulf
 
           18    to Memphis.  So it ended all U.S. wheat exports
 
           19    to China for the next couple of years and
 
           20    basically that cuts our exports out to China.
 
           21          In '98 they conducted another study and the



 
           22    USDA found that the risk of TCK wasn't
 
           23    significant statistic so this study draws on
 
           24    previous research and finds that climactic
 
           25    conditions are necessary for it to be established
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            1    are restrictive to a limited area in China; that
 
            2    the level of concentration is much too low to
 
            3    allow TCK to be established in China through the
 
            4    shipments of wheat that we might send to them.
 
            5          In January of 1999 U.S. wheat producers in
 
            6    10 states hired Micky Kantor, a former U.S. Trade
 
            7    Representative and Commence Secretary to work
 
            8    with the TCK issue and he in an opportunity to
 
            9    maximize -- an effort to maximize the
 
           10    opportunities represented by Premier Zhu's
 
           11    expected to visit our country this April and
 
           12    assure that TCK was part of the deal.
 
           13          And so in April of '99, this brings us up
 
           14    to date, during this visit from the Prime
 
           15    Minister of China it was announced that China was
 
           16    lifting all long-standing restrictions of imports
 
           17    of U.S. wheat from where TCK is known to occur.
 
           18          This agreement is for one year, for one
 
           19    year.  There is no stability other than this
 
           20    agreement and the agreement allows for wheat
 
           21    imports that do not exceed the 30 thousand TCK



 
           22    spores per 50 gram sample.
 
           23          We think that the China market potentially
 
           24    could amount to as much as eight million metric
 
           25    tons of wheat.  We need that sale.  We need these
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            1    foreign countries to pay cash for their wheat.
 
            2    We don't have to issue them credit from what I
 
            3    understand.
 
            4          So that brings me down to my last comment
 
            5    that is that I want to be like Al Helms and some
 
            6    of the others.  I don't want to be too
 
            7    Halloweenish on this whole deal, but our ending
 
            8    stocks -- these are USDA figures, by the way,
 
            9    that I got off the internet -- ending stocks for
 
           10    wheat this year are expected to be 980 million
 
           11    bushels, 980 million bushes.  They're going to be
 
           12    piled up somewhere because there's not enough
 
           13    storage to hold that amount.
 
           14          This is percent increase over the '97,'98
 
           15    carryover and it's the largest carryover since
 
           16    the  1987, '88 carryover.  Now that's all wheat.
 
           17    On soft trade wheat our ending stocks are
 
           18    projected to be 150 million bushels which is the
 
           19    largest ever.  Soft wheat, bread wheat exports
 
           20    are only projected to be 75 billion bushels this
 
           21    year, down 105 million from last year.



 
           22          Where does that take us?  The record for
 
           23    exports were 460 million bushels 1981 and 1982.
 
           24    That's back when China was buying wheat.  And
 
           25    we're as high as 200 million bushels as recent as
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            1    1989 and 1990.
 
            2          So to name them off the top six exporters
 
            3    as of February of '99, Egypt was number one,
 
            4    Japan was number two; Philippines was number
 
            5    three; South Korea is number four; Nigeria was
 
            6    number five and Pakistan was number six.  They
 
            7    went down from third this year.
 
            8          So I think we would like to leave you with
 
            9    the same comment that was made earlier by some of
 
           10    these Mid-South farmers, and that is that we
 
           11    definitely need strong help from your committee
 
           12    with your what would be known as the Seattle
 
           13    Round of negotiations.
 
           14          We're banking on us and our government to
 
           15    help us because we're going to have to -- someone
 
           16    is going to have to get rid of this wheat.  We
 
           17    know that these people are hungry and need it and
 
           18    have the money to pay for it.  Thank you.
 
           19                 MR. SCHUMACHER:  I want to make a
 
           20    comment on the sanctions.  I think there is
 
           21    continued confusion on that (inaudible.)  One, I



 
           22    think we've increased our food exports from three
 
           23    million normal to about roughly 12 million.
 
           24    Trying to get support to moving the excess
 
           25    inventory to those countries that need it.  Some
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            1    of them can't pay for it so we're providing it
 
            2    (inaudible.)
 
            3          Second on sanctions, this has come up a
 
            4    three or four times so I want to take half a
 
            5    minute to address that.  Amy Voss and I worked
 
            6    very closely with the administration to ease the
 
            7    administration of sanctions.  There was
 
            8    confusion.  We had six countries we had sanctions
 
            9    on, Cuba, Libya, Sudan, Iraq, North Korea and
 
           10    Iran.
 
           11          Iran and Iraq, Libya and Sudan we have
 
           12    proposed to lift those sanctions.  We have
 
           13    regulations that will deal with that in a couple
 
           14    of weeks.  We hope that Iran is dry this year and
 
           15    they will have a lot of cash and draft a contract
 
           16    for that purpose.  Iran could be one of wheat
 
           17    importers this year.  So if that goes through,
 
           18    we've -- we have asked Congress to look at some
 
           19    legislation to sustain this in the future.
 
           20          On Cuba we think it's very important for
 
           21    wheat and rice that our competitors and



 
           22    legislation and when I was sworn in we could not
 
           23    sell to Cuba until the legislation had changed,
 
           24    and there were some senior senators in Congress
 
           25    who did not wish to change that legislation.
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            1          So there has been a number of (inaudible.)
 
            2    It would be very competitive (inaudible) selling
 
            3    to Cuba (inaudible).  You mentioned rice, wheat
 
            4    and we would very much like to have that market
 
            5    back and we need a legislative change in
 
            6    Congress.
 
            7          There are some changes made on some aspects
 
            8    of the sanctions but on Cuba there is not much
 
            9    progress.  That does represent your wheat sales
 
           10    and rice sales?
 
           11                 MR. SULLIVAN:  We need it because
 
           12    (inaudible) return from Cuba as I said they have
 
           13    some products.  They have a lot of lobster and a
 
           14    lot of citrus.  I know none of the farmers that I
 
           15    know of have ever (inaudible) so we would like to
 
           16    swap some rice and wheat for lobster.
 
           17                 MR. MANNING:  Thank you, Pat.  Nolan
 
           18    Canon is farmer from Tunica County, Mississippi.
 
           19    He's here representing U.S. Rice Producers
 
           20    Association.  He's vice-president of that group.
 
           21                 MR. CANON:  As my fellow bulldog and



 
           22    friend, Earl Manning just stated, my name is
 
           23    Nolan Canon and I'm a rice farmer in Mississippi,
 
           24    before I get started with many testimony,
 
           25    Undersecretary Schumacher, when you were showing,
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            1    your graphs and charts up her on the board here
 
            2    before dinner, I couldn't help but remember back
 
            3    to the mid 80's and how at that time I thought
 
            4    that it looked like agriculture, and specifically
 
            5    production agriculture was starting to turn into
 
            6    a poverty issue.
 
            7          Well as Casey Stingle, Yogi Berra one of
 
            8    those Yankee managers said, I'm having dejavu all
 
            9    over again.  Anyway we hope that's not the case
 
           10    in the coming years.
 
           11          I currently serve on the board of the
 
           12    Mississippi Rice Producers Legislative Group, the
 
           13    Mississippi Rice Promotion Board, the Mississippi
 
           14    Rice Council and Vice-Chairman of the Board of
 
           15    Directors of the U.S. Rice Producers Group.
 
           16          I appear before the panel today on behalf
 
           17    of the U.S. Rice Producers Association.  The rice
 
           18    producers were formed by rice farmers in the
 
           19    States of Mississippi, Missouri and Texas in
 
           20    order to provide all rice producers with a farmer
 
           21    friendly organization that represents only the



 
           22    interests of rice farmers.
 
           23          The Rice Producers Association is dedicated
 
           24    to providing the nation's rice farmers, and only
 
           25    rice farmers, with a voice in matters affecting
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            1    their ability to profitably market their crop.
 
            2          We commend the USDA and USTR for its
 
            3    foresight in holding these series of public
 
            4    listening sessions around the country in order to
 
            5    review the many issues raised by the upcoming
 
            6    1999 WTO negotiations.
 
            7          We are hopeful that by working with this
 
            8    panel other enlightened the policymakers over the
 
            9    coming months, we can avoid the types of mistakes
 
           10    made during prior trade negotiations that allowed
 
           11    discriminatory treatment of certain types of U.S.
 
           12    rice.
 
           13          The recent appointment of members of the
 
           14    U.S. Producers Association on the Department of
 
           15    Agriculture Policy Advisory Committee and
 
           16    Agriculture Technical Advisory committee gives
 
           17    the rice farmer an important voice.
 
           18          Specifically, the U.S. Rice Producers
 
           19    Association  is concerned that our trade policies
 
           20    discriminate against the export of rice in its
 
           21    most basic form, as rough rice.



 
           22          Rough rice, sometimes referred to as paddy
 
           23    rice, is rice in the form harvested from the
 
           24    field.  This is also the form that rice is in
 
           25    when it leaves the farm gate.  Thus, the price
 
 
 
                                H & N COURT REPORTING
                                    (901) 323-3132



                                                              161
 
 
 
            1    that many farmers receive fro their rice is
 
            2    determined by the demand for rice in its rough
 
            3    form.
 
            4          There is, of course, an active domestic and
 
            5    world trade for rice in its milled (white) and
 
            6    semi-milled (brown forms.  However, export
 
            7    markets for rough rice have become increasingly
 
            8    important during the last few years.
 
            9          Discussions between our government and the
 
           10    rice industry during and since the consideration
 
           11    of the Uruguay Round of the General Agreement on
 
           12    Tariffs and Trade have centered on the interests
 
           13    of rice industry  officials whose primary
 
           14    interest was to enhance export of milled rice.
 
           15          While some of the benefits of exports of
 
           16    U.S. Milled rice flow through to rice producers,
 
           17    there are a number of export markets that present
 
           18    opportunities that are specific to rough rice.
 
           19    Our trade policies and export programs must
 
           20    accommodate these market realities.
 
           21          Unfortunately, in the past this has not



 
           22    been the case.  As an example, the management
 
           23    system initially proposed by the United States
 
           24    for the tariff rate quotas, (TRQ) for rice,
 
           25    granted to the United States by the European
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            1    Union (EU) under the US/EU Enlargement Agreement
 
            2    of 1996, did not include provisions to address
 
            3    rough rice exports.
 
            4          Fortunately, the Department of Agriculture
 
            5    worked closely with the Rice Producers
 
            6    Association to ensure that the final TRQ
 
            7    management system was farmer friendly and did not
 
            8    discriminate against rough rice exporters.
 
            9          In a similar case, the U.S. rice milling
 
           10    interest played a pivotal role in negotiation
 
           11    with the EU the current Cumulative Recovery
 
           12    System (CRS) applicable to EU rice imports.  The
 
           13    CRS imposes a system of tariffs on EU imports of
 
           14    U.S. rice that discriminates against rough rice
 
           15    exports.
 
           16          The CRS was introduced for a trial period
 
           17    following the Uruguay Round of WTO negotiations.
 
           18    Like the previous TRQ issue, this system was an
 
           19    attempt to benefit a few rice mills at the
 
           20    expense of others, especially rice producers.
 
           21    Like the TRQ, the CRS was formulated and promoted



 
           22    as an industry endorsed policy.
 
           23          This would not have occurred had all
 
           24    producers known that it completely ignored rough
 
           25    rice.  Certain U.S. mills and the organization
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            1    representing them were apparently convinced that
 
            2    the CRS would allow them to capture more of the
 
            3    EU rice market by converting it from a brown rice
 
            4    to a milled rice market.
 
            5          This mill-oriented artificial system
 
            6    replaced the calculation of tariffs previously
 
            7    levies, based on rough rice with a more
 
            8    artificial one where the reference price is based
 
            9    on brown and now one based on a composite of
 
           10    brown, brown parboiled rice.
 
           11          Due largely to this system, U.S. Rice sales
 
           12    are down considerably and our market share has
 
           13    declined.  Rice from Thailand is replacing U.S.
 
           14    rice because of the ability of importers to claim
 
           15    a rebate on Thai fragrant rice, which is not
 
           16    available for most forms of US. rice.
 
           17          Furthermore, practically no U.S. rough rice
 
           18    is being sold to the EU.  Prior to the
 
           19    introduction of the CRS, rough rice could be
 
           20    imported because levies were far lower then and
 
           21    proportional to the cost, quality and degree of



 
           22    milling for levies of other forms being imported.
 
           23          Today the CRS calculated duty on rough
 
           24    rice, for example, is equal to or higher than
 
           25    that for brown rice.  Nowhere in the world, or
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            1    previously in the EU, are duties for rough rice
 
            2    higher than those for brown or milled rice.  This
 
            3    is an economic anomaly.
 
            4          According to European trade sources, this
 
            5    disparity occurred because rough rice was not
 
            6    considered separately in GATT negotiations, which
 
            7    constrained rough rice from being a part of the
 
            8    CRS.
 
            9          EU importers complain that such a system
 
           10    makes rough rice imports noncompetitive.  By
 
           11    elimination the CRS that discriminates against
 
           12    imported rough rice, some Europeans feel that US.
 
           13    rough rice could displace Thai rice in the EU
 
           14    market.
 
           15          The CRS should be eliminated or modified to
 
           16    include equitable treatment for rough rice.  We
 
           17    support a system whereby tariff coefficients for
 
           18    all forms are based on a more transparent rough
 
           19    rice reference price.
 
           20          This would support all forms of U.S.
 
           21    Exports fairly and logically.  It would allow



 
           22    U.S. rough rice to compete on a level playing
 
           23    field.  It would provide U.S. exporters with a
 
           24    product that can compete with Asian rice
 
           25    supplies.
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            1          It would eliminate the extensive
 
            2    administrative rigors associated with analyzing
 
            3    invoices in determining CRS rebates, and it would
 
            4    allow us to better service the needs of all
 
            5    buyers, many that feel betrayed by the current
 
            6    system.  We urge this panel and other
 
            7    policymakers to review this counterproductive
 
            8    policy.
 
            9          Rice farmers have learned a hard lesson
 
           10    from experience with the US/EU agreements
 
           11    regarding the TRQ and CRS policies.  The lack of
 
           12    direct farmer participation in the formulation of
 
           13    rice trade policies allowed rice processors to
 
           14    occupy the policy field.
 
           15          We now understand that it is naive to
 
           16    expect that rice millers have any real incentive
 
           17    to promote the export of rough rice.  It might
 
           18    also reduce the supply and drive up the cost of
 
           19    the rice miller's raw input.
 
           20          Rough rice sales are key to the
 
           21    profitability of rice farmers.   Because of their



 
           22    vested interest in receiving the best price
 
           23    possible for rice at the farm gate, rice farmers
 
           24    can be expected to aggressively, effectively
 
           25    promote these sales.
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            1          Our trade policies and export programs need
 
            2    to reflect this simple reality.  With these
 
            3    realities in mind, we recommend that this panel
 
            4    and other policymakers fight for the following
 
            5    policy goals in order to liberalize the trade in
 
            6    rice during the upcoming WTO negotiations:
 
            7          Policy officials need to be cognizant that
 
            8    rice is not a homogenous commodity.  Policy
 
            9    initiatives affecting rice need to carefully
 
           10    consider and address all forms and types of rice;
 
           11    assure that countries with current minimum access
 
           12    commitments for rice, (Japan, Korea and other) as
 
           13    well as countries which may soon have minimum
 
           14    access commitments (China, Taiwan and others)
 
           15    purchase U.S. rice.
 
           16          Arbitrate changes in the EU's rice import
 
           17    policy and insist on equitable treatment for all
 
           18    forms and types of imported rice; strongly oppose
 
           19    GATT/WTO illegal trading arrangements as well as
 
           20    tariff regimes in regional trade blocs that
 
           21    disadvantage U.S. rice producers.



 
           22          As an example of the latter, Brazil allows
 
           23    the duty-free import of rice from other Mercosur
 
           24    countries, while the U.S. Rice is assessed duties
 
           25    of up to 22 percent.  Other such regional trade
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            1    blocs include EU/Turkey and Mexico/Argentina.
 
            2          Strengthen the enforcement of WTO
 
            3    prohibitions against the use of nontariff trade
 
            4    barriers for rice, such as the imposition of
 
            5    scientifically unsound phytosanitary trade
 
            6    restrictions.
 
            7          In conclusion, America's rice farmers are
 
            8    not asking for anything more than equitable
 
            9    treatment from the upcoming WTO negotiations, or
 
           10    from any other international trade discussions.
 
           11          The United States is now one of the premier
 
           12    rice markets for Thailand, or chief overseas
 
           13    competitor.  Thailand has grown to expect open
 
           14    access to markets in the United States and
 
           15    elsewhere for its special aromatic rice.
 
           16          Our rice producers members ask only that
 
           17    the United States government work aggressively
 
           18    with us to maintain and expand similar open
 
           19    markets for all forms and types of U.S. rice
 
           20    through out the world marketplace.
 
           21          Thank you again for the opportunity to



 
           22    offer the views of the U.S. Rice Producers
 
           23    Association on these very important matters.  I
 
           24    will try and field any questions the panel may
 
           25    have.
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            1                 MR. SCHUMACHER:   (inaudible) -- it
 
            2    was very clear, very precise and we appreciate
 
            3    it.
 
            4                 MR. MANNING:  Thank you.  In the
 
            5    interests of time and to get as many comments as
 
            6    possible, there is no break, no official break,
 
            7    scheduled for this listening session, but the
 
            8    coffee is available up in the foyer.
 
            9          Do the panel members need a quick break?
 
           10                 (Short break.)
 
           11                 MR. MANNING:  Next presenter is
 
           12    Harry Fulton.  He is representing the Mississippi
 
           13    Beekeepers.  He is a honey producer and he's here
 
           14    from Mississippi State, Mississippi.
 
           15                 MR. FULTON:  Thank you, Earl.  It's
 
           16    been a long day and I forget one speaker this
 
           17    morning had been from Louisiana and (inaudible
 
           18    harvester; is that true?  Well, we can't wait to
 
           19    get you on a beehive.
 
           20          It is a great pleasure for me to be here to
 
           21    present the case of the beekeeping industry.  I



 
           22    personally do not know anything about trade law,
 
           23    trade negotiations or trade agreements, but I'm
 
           24    here to present a plea for our industry.
 
           25          I have a number of exhibits which are I
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            1    probably won't discuss today for timesaver, but
 
            2    they are in the written presentation I presented.
 
            3          Beekeeping has been fights an influx of
 
            4    cheap, imported honey for a number of years.
 
            5    Beekeeping is labor intensive and that's one of
 
            6    the reasons I want to get you folks over here in
 
            7    a beehive.  With the current standard of living
 
            8    and the high cost of production in the U.S., it's
 
            9    very difficult to compete on an international
 
           10    market.
 
           11          Costs of producing honey in the U.S. and
 
           12    Mississippi is currently ten percent or more
 
           13    higher than income.  In other words, the industry
 
           14    is going to go broke if something is not done
 
           15    correctly.
 
           16          Right now most beekeeping operations are
 
           17    operating on the equity built up in 1980 and
 
           18    early 1990's when it was profitable.  Thank
 
           19    goodness most of the equipment they use, the
 
           20    hives themselves and processing equipment, have a
 
           21    long life and you can imagine when this wears out



 
           22    what's going to happen.
 
           23          Let's look at prices.  Wholesale prices
 
           24    paid the producer in Mississippi for the 1998
 
           25    honey crop have dropped at least 20 percent since
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            1    1997, and as whole nationwide 13 percent and
 
            2    worse yet, prices are still declining in 1999.
 
            3          Right now in Mississippi 46 cents a pound
 
            4    is the best looking gift for our lower grades of
 
            5    honey and usually in Mississippi we reduced the
 
            6    lower grade of honey.  That can be compared to
 
            7    over 80 cents a pound in 1997 for the '97 crop.
 
            8          Prices not paid to importers is about 45
 
            9    cents and the industry can find no reason except
 
           10    that imported honey has taken away the market and
 
           11    depressed prices.
 
           12          Generally the demand for honey in the U.S.
 
           13    is increasing due to the efforts of the National
 
           14    Honey Board, but right now I guess you could say,
 
           15    well, the producers that are organizing the
 
           16    National Honey Board could help pay for it, help
 
           17    pay the assessment.  I must say that importers
 
           18    are paying assessment, too, and the packers.
 
           19    They're not giving -- the producers are not
 
           20    receiving the dividends of their efforts.
 
           21          In 1994, 1995, the U.S. industry spent



 
           22    approximately 500 thousand dollars in legal fees
 
           23    alone to win an antidumping suit against the
 
           24    Chinese.  At that time immediate prices increased
 
           25    to a level where beekeeping was profitable.
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            1          Still, yet, we have a annual bill of over
 
            2    50 thousand dollars for legal fees just to
 
            3    monitor the suspension agreement with China which
 
            4    happens to expire next August, not this coming
 
            5    August but August 2000.
 
            6          Now once you know that occurs Argentina
 
            7    jumps into the market in a big way and there is
 
            8    some evidence that they are now, too, violating
 
            9    the U.S. trade laws and the industry would be
 
           10    forced to spend another 300 to 500 thousand
 
           11    dollars in legal files to fight in a government
 
           12    campaign for these countries to buy.
 
           13          Both of these countries consume very little
 
           14    honey but they're very big players in the
 
           15    market.  They produce a lot.
 
           16          As proof that imports affect our
 
           17    marketability, all we have to do is look at the
 
           18    USDA's statistics.  Pay attention.  Carryover of
 
           19    the 1998 honey crop was at 80.8 million pounds.
 
           20    That's 37 percent of the crop and that's an
 
           21    increase of 14 percent from 1997.



 
           22          So far in 1999 carryover -- excuse me,
 
           23    current imports of the first quarter of 1999 35.3
 
           24    million pounds, which is well above last year's
 
           25    rate of imports.
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            1          And listen, assessment which importers and
 
            2    producers pay on honey in 1997 were 57 percent of
 
            3    all assessments collected.  In other words, all
 
            4    commercial honey sold in this country 57 percent
 
            5    of it the assessment on imported honey in 1997
 
            6    that was increased ten percent from 1996.
 
            7          So 42 percent of all honey assessments were
 
            8    produced in honey in this country.  We're capable
 
            9    of producing 220 million pounds of honey in the
 
           10    U.S., as evidenced last year.  That's 63 percent
 
           11    of the U.S. consumption, about 350 million
 
           12    pounds.
 
           13          So we can see where we have at least 20
 
           14    percent of our crop that we have to find a market
 
           15    for overseas or even hold over.  Unfortunately,
 
           16    our exports are one, one half percent.  So we
 
           17    need some improvement.
 
           18          We need some help on the international
 
           19    market finding a market for our honey here if
 
           20    we're going to allow imported honey to take our
 
           21    market in this country.



 
           22          That's not easy because most at other
 
           23    countries have very high tariffs.  We've heard
 
           24    that mentioned quite a few times.
 
           25          Right now our producers in the country are
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            1    forced to hold their honey placed in a
 
            2    nonrecourse loan at a price that's below the
 
            3    break even point.
 
            4          They still have to pay a point nine percent
 
            5    per pound service fee and interest rate on top of
 
            6    that, and then they have pray that they can get a
 
            7    price of at least 59 and a half cents a pound so
 
            8    they can pay their loan back.
 
            9          In closing the Mississippi Beekeepers
 
           10    Association and, of course, the National
 
           11    Organization, request that the U.S. trade
 
           12    officials take a tougher stand on honey that's
 
           13    found to be in violation of trade laws at our
 
           14    ports of entry.
 
           15          It should be seized and/or destroyed so
 
           16    they cannot find their way back into our channel
 
           17    of trade.  We would like to remind you people of
 
           18    the importance of maintaining a viable beekeeping
 
           19    industry storage for agriculture production
 
           20    because many, many of our ag crops in the food
 
           21    items that we depend on, need honeybees for



 
           22    pollination.
 
           23          Most of the wild population of bees have
 
           24    been destroyed by parasitic mites, so we have to
 
           25    depend on our domesticated honeybees.
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            1          To summarize, the demand for honey
 
            2    increases.  The amount of honey being imported is
 
            3    increasing drastically and beekeepers cannot make
 
            4    a profit.
 
            5          We need to find a way to increase exports.
 
            6    One half percent of our crop is not a healthy
 
            7    figure.  Tariffs need to be lifted in other
 
            8    countries and an international grade standard for
 
            9    honey should be adopted.
 
           10          Otherwise, the bottom line is that the
 
           11    beekeeping industry will need relief from
 
           12    imported honey.
 
           13          One last comment, it's not understandable
 
           14    that a depressed industry, the beekeeping
 
           15    industry, must pay tremendous amounts of dollars
 
           16    in legal fees to attempt to solve the problem
 
           17    when the government could do it maybe with the
 
           18    stroke of a pen.  That's all.  Thank you.
 
           19                 MR. MANNING:  Thank you, Harry, and
 
           20    we appreciate your respect to the ten minute time
 
           21    limitation.  Next up we have an Oklahoma dairy



 
           22    farmer, Charles Wyrick.  He represents the dairy
 
           23    Farmers of America that's placed in Kansas City.
 
           24                 MR. WYRICK:  Good afternoon, panel.
 
           25    I'm a dairy producer from the State of Oklahoma
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            1    and I'm pleased to appear before you today to
 
            2    testify on the topic of DFA agriculture and trade
 
            3    priorities from -- for the World Trade
 
            4    Organization negotiations.
 
            5          DFA, Dairy Farmers of America, is also a
 
            6    member of U.S. Dairy Export Council and also
 
            7    National Milk Producer Federation and in the area
 
            8    of export trade policy work especially close with
 
            9    those organizations.
 
           10          DFA as well as the National Milk Producers
 
           11    Federation and the U.S. Dairy Export Council are
 
           12    committed to expanding the exports of U.S. dairy
 
           13    products through reduction of foreign trade
 
           14    barriers and other measures that history
 
           15    international trade on milk and dairy products.
 
           16          The U.S. dairy industry is the second
 
           17    largest commodity sector in the United States
 
           18    measured by farm cash receipts of 20 billion
 
           19    dollars per year and is one of the top three
 
           20    agricultural sectors in half of the 50 states.
 
           21          In addition, dairy processors put the



 
           22    annual retail value of the industry at 70 billion
 
           23    dollars per year.  Despite the large size
 
           24    domestically, the industry is a relative
 
           25    newcomers to international trade.
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            1          What we have learned in our relatively
 
            2    short export history is that American dairy
 
            3    producers can and do perform successfully in
 
            4    markets where there is a level playing field and
 
            5    where trade distorting practices do not hamper
 
            6    our ability to compete.
 
            7          In fact, the industry's slow and difficult
 
            8    emergence internationally stems from the fact
 
            9    that dairy is one of world's most protected
 
           10    subsidized industries.
 
           11          When the Uruguay Round was deadlocked over
 
           12    agriculture, the U.S. dairy industry made many,
 
           13    many key concessions so that an agreement could
 
           14    by reached.  We also recommended that GATT
 
           15    negotiations never attempt to control the kind
 
           16    and level of agriculture subsidies and most rules
 
           17    were brand new.
 
           18          Today agriculture has a history in the WTO
 
           19    and we must ensure the next round serves first to
 
           20    revise the rules that have not worked.
 
           21          By the same token, the dairy industry is



 
           22    very supportive of this Administration's effort
 
           23    to further reduce trade distorting practices in
 
           24    agriculture.  We are prepared to do our part to
 
           25    accomplish that goal.
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            1          However, both dairy producers and dairy
 
            2    processors firmly believe that we must first
 
            3    level the playing field with respect to subsidies
 
            4    and market access between the U.S. and other WTO
 
            5    member companies, especially the EU, Canada and
 
            6    Japan.  Dairy will not give further concessions
 
            7    unless we are given equal treatment.
 
            8          Obviously the next round must build on the
 
            9    accomplishments of the Uruguay Round.  The U.S.
 
           10    dairy industry strongly supports the next round
 
           11    of WTO multilateral negotiations and believes
 
           12    that the U.S. should focus on these priorities:
 
           13          Eliminating dairy -- eliminating export
 
           14    subsidies; creating real assets for the reduction
 
           15    of tariffs and eliminating all nontariff
 
           16    measures.  The U.S. Government should also pursue
 
           17    the revision of current rules to close loopholes
 
           18    that allow countries to evade their WTO
 
           19    commitments.
 
           20          We believe the U.S. Government in the
 
           21    upcoming round of negotiations should address the



 
           22    following issues:
 
           23          The elimination by date of all remaining
 
           24    use of dairy export subsidies.  Export subsidies
 
           25    are extremely common in world trade.  When the
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            1    current agriculture agreement is fully phased in
 
            2    next year, it will permit almost 60 percent of
 
            3    projected dairy world trade to be subsidized.
 
            4          And the distribution of these subsidy
 
            5    allowances is highly skewed.  On the equivalent
 
            6    basis the EU accounts for fully 782 percent of
 
            7    these subsidy allowances while the U.C. accounts
 
            8    for just three percent of them.
 
            9          The use of export subsidies is the primary
 
           10    factor that keeps the world domestic prices
 
           11    depressed below domestic prices and hobbles the
 
           12    expansion of sustainable, commercial U.S. dairy
 
           13    exports.
 
           14          If subsidies are not eliminated or if the
 
           15    new agreement calls for an extended phase-out
 
           16    period, America's dairy industry will continue to
 
           17    suffer from the extreme imbalances in the WTO
 
           18    permitted subsidies that now impede the
 
           19    competitiveness.
 
           20          Moreover, the dairy industry would not be
 
           21    able to support further liberalization on market



 
           22    access and internal support.
 
           23          Two, substantial increases in real access
 
           24    through reduction of remaining trade barriers to
 
           25    U.S. dairy exports.
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            1          Let me give you an example of the kinds of
 
            2    barriers American dairy products face.  The
 
            3    European Union, the world's largest dairy market,
 
            4    is able under its WTO commitments to impose
 
            5    tariffs at a rate of about 240 percent against
 
            6    all but very limited quantities of cheese, an
 
            7    important U.S. Dairy export product.
 
            8          Canada, our largest trading partner,
 
            9    imposes tariffs on U.S. Cheese at a 245 percent
 
           10    rate.  Japan, which is a major net importer of
 
           11    dairy products has relatively open markets for
 
           12    certain products, but may hold the record tariff
 
           13    for a dairy product.  It's WTO final bound tariff
 
           14    for butter represents a rate equivalent of about
 
           15    1,075 percent of current world prices.
 
           16          The U.S. Also maintains tariff barriers
 
           17    against dairy imports, but not at levels as high
 
           18    as these.  Moreover, all in-quota tariffs are low
 
           19    and provide real market access.  This is not the
 
           20    case with other WTO members.
 
           21          This Administration must first guarantee



 
           22    that upon implementation of the next WTO rounds,
 
           23    countries will cap ordinary tariffs and harmonize
 
           24    tariff rate quotas (TRQ).   Any further
 
           25    reductions in remaining barriers to dairy market
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            1    access must be both meaningful and balances.
 
            2          The U.S. industry recognizes that it must
 
            3    give access to get access.  Yet, unless all
 
            4    countries participate in tariff reductionis,
 
            5    especially the highly protected markets that
 
            6    facilitate very high domestic prices through both
 
            7    small quotas and very high over  quota rate, the
 
            8    U.S. will remain the primary market for lower
 
            9    costs suppliers.
 
           10          Therefore, changes to the current situation
 
           11    allowing significant new access to the U.S.
 
           12    Market while reducing only the unnecessarily
 
           13    excessive portion of extreme tariffs elsewhere,
 
           14    thus providing no new U.S. export access. Would
 
           15    be unacceptable.
 
           16          In order for U.S. dairy producers and
 
           17    processors to continue their support for the
 
           18    concept of free trade, the U.S. government,
 
           19    working through the WTO, needs to work to promote
 
           20    fair trade.
 
           21          Future trade negotiations cannot result



 
           22    only in unilateral concessions made by our
 
           23    government.  Any further opening of our market
 
           24    must be matched with enforceable and usable
 
           25    access to even more protected markets, such as
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            1    Canada, the European Union and Japan.
 
            2          3.) Continued reduction of all production
 
            3    related domestic supports.
 
            4          The EU already produces up to 15 percent
 
            5    more milk than its domestic market requires, and
 
            6    thus large surplus drives its continued heavy use
 
            7    of export subsidies.
 
            8          Expanding the EU's milk production quotas
 
            9    will make it more, not less, difficult for the EU
 
           10    to agree to eliminate subsidies and provide
 
           11    meaningful new access to its dairy markets.
 
           12          We support the U.S. Government position to
 
           13    tighten the rules on domestic support in order to
 
           14    ensure that support of rural communities is not
 
           15    used to defend production gluts that distort
 
           16    trade and prices.
 
           17          Moreover, we believe that the expiration of
 
           18    the Peace Clause in the Uruguay Round Agreement
 
           19    on agriculture provides the U.S. With an
 
           20    opportunity to press other nations, especially
 
           21    the EU, t reduce these trade distorting



 
           22    subsidies.
 
           23          Number four, improved transparency and
 
           24    disciplines on the trade-distorting effects of
 
           25    both import and export state trading enterprises
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            1    (STE"S.)
 
            2          Export STE's provide de facto export
 
            3    subsidies through their ability to price
 
            4    discriminate between high and low value markets
 
            5    and their ability to keep their transactions
 
            6    private.  In dairy, the New Zealand Dairy Board
 
            7    is the most conspicuous example.
 
            8          The U.S. dairy industry favors negotiation
 
            9    of commitments that would require increased
 
           10    transparency in the operations of both import and
 
           11    export STE's as well as disciplines on the
 
           12    activities of STE's that truly distort trade.
 
           13          With regard to the new WTO negotiations
 
           14    themselves, the U.S. dairy industry supports
 
           15    structuring the negotiations as a single
 
           16    undertaking encompassing all sectors, as opposed
 
           17    to a sector-renewal as soon as possible of
 
           18    fast-track negotiating authority to achieve a
 
           19    timely outcome that further reduces distortions
 
           20    to international dairy and agricultural trade.
 
           21          Panel, I appreciate the opportunity to



 
           22    speak with you.  I feel a lot of responsibility
 
           23    standing here trying to represent my fellow dairy
 
           24    farmers.  I hope my testimony weighs heavy with
 
           25    you all.  Thank you.
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            1                 MR. MANNING:  The next presenter is
 
            2    Kenneth Hood a farmer from Gunnison, Mississippi,
 
            3    and he represents the Mississippi Farm Bureau
 
            4    Federation.  Kenneth?
 
            5                 MR. HOOD:  Thank you, Mr. Chairman.
 
            6    I appreciate the invitation to be here and I know
 
            7    most everything that I have has been said.  I've
 
            8    just get to some bullets briefly on some of the
 
            9    points.  There is a copy of my testimony that you
 
           10    can follow me through with.
 
           11          I am representing the Mississippi Farm
 
           12    Bureau and most of you know I am a producer in
 
           13    Mississippi, also.  But Mississippi Farm Bureau
 
           14    represents over 212 thousand member families.
 
           15          Mississippi is very diverse in agriculture
 
           16    as most of you know like the other statements
 
           17    that have been heard before me.  They depend on
 
           18    access to customers around the world for the sale
 
           19    of nearly a billion dollars worth of farm
 
           20    commodities each year.
 
           21          For many of our commodities the global



 
           22    market is a primary determinant of crops.
 
           23    Mississippi is a net exporter of agricultural
 
           24    products and thus contributes to reduce the
 
           25    national trade deficit.
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            1          When Congress passed the 1996 Freedom to
 
            2    Farm Act, it phases out farm price supports as we
 
            3    know.  It made U.S. agriculture more dependent on
 
            4    the world market.  American farmers and ranchers
 
            5    produces an abundant supply of commodities far in
 
            6    excess of the domestic needs and their
 
            7    productivity continues to increase.
 
            8          (Inaudible) progressive everything the Good
 
            9    Lord (inaudible) is the only way we would be able
 
           10    to survive.  But exports, our exports are the
 
           11    source of the future and without that we'll have
 
           12    very little growth in sales and income will go to
 
           13    zero.
 
           14          As you're well aware, U.S. agriculture is
 
           15    reeling because of low commodity prices.  The
 
           16    Mississippi crop receipts fell 21 percent in
 
           17    1998.  That's one yield compared to 1997.
 
           18    Receipts from soybeans, which is our largest crop
 
           19    in terms of acres feel 34 percent.
 
           20          For the first time in recent history
 
           21    expected prices in 1999 are below the state



 
           22    average cost of production.  Not in one crop but
 
           23    for all major crops.
 
           24          This is my 39th crop.  This is the first
 
           25    time in 39 years I sit down with a piece of paper
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            1    and pencil and I cannot show a profit on any crop
 
            2    that I normally bring.  My own hope is a high
 
            3    yield because future prices, it doesn't look like
 
            4    it's going to increase fast enough.
 
            5          Another alternative would be unexpectedly
 
            6    are an opening of U.S. open markets which is the
 
            7    most important thing that I can see right now
 
            8    than it's ever been before.
 
            9          Mississippi agriculture's long-standing
 
           10    history of balance and trade services will not
 
           11    continue if we are relegated to the sidelines as
 
           12    new negotiations in agriculture remains.  We have
 
           13    to be very proactive.
 
           14          If the United States now leaves to others
 
           15    to form new trade pacts and write future rules
 
           16    for trade, the U.S. producers, the processors and
 
           17    exporters will be severely disadvantages in the
 
           18    competitive marketplace of the 21st Century.
 
           19          We're counting on this administration and
 
           20    Congress to ensure that the U.S. and Mississippi
 
           21    farmers and ranchers have a significant place at



 
           22    the negotiating table.  We have to be armed with
 
           23    the tools that we need and that's going to
 
           24    include the trade negotiation authorities that
 
           25    we've been talking about here today.
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            1          To this end, U.S. negotiators must
 
            2    comprehensively address high tariffs, trade
 
            3    distorting subsidies and all the other trade
 
            4    practices in the new round of negotiations on
 
            5    agriculture.
 
            6          What are some of these other practices I'm
 
            7    talking about? ?  First, Mississippi Farm Bureau
 
            8    supports expediting action on the next round for
 
            9    agriculture in the WTO.  Our market is the most
 
           10    open in the world.  We cannot sit idly by while
 
           11    the competitors trade openly in our market but
 
           12    deny us access to their markets on equal terms.
 
           13          Second, we support a single undertaking for
 
           14    the next round wherein all negotiations conclude
 
           15    simultaneously.  This format will prevent other
 
           16    countries from leaving the difficult agriculture
 
           17    negotiations until the bitter end.  They sit
 
           18    there and cherry pick the easier negotiations in
 
           19    other sectors.  I think you should not let that
 
           20    happen.
 
           21          Third, we must call for the elimination of



 
           22    export subsidies for all WTO member countries.
 
           23    Our producers, me included, cannot compete
 
           24    against the mountainous spending by our primary
 
           25    competitors like the EU.
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            1          The EU spends in excess of eight times the
 
            2    level of domestic export subsidies of the United
 
            3    States.  How do they do get buy with it?
 
            4          Just to give you some small examples,
 
            5    water.  You didn't think that much about water.
 
            6    Irrigation water costs me about seven and half
 
            7    dollars per acre each year.  They subsidize their
 
            8    irrigation (inaudible.)  They subsidize their
 
            9    fertilizer and seed.  I have to buy my fertilizer
 
           10    and seed.  They say it's it not subsidized but
 
           11    they are.  I think you need to take notice of
 
           12    this.
 
           13          Cotton is my major crop.  Cotton is one of
 
           14    the our important commodities in our state.
 
           15    Domestic subsidies for the production of cotton
 
           16    in Uzbekistan, China, Pakistan and elsewhere,
 
           17    distort world markets and pit our private
 
           18    producers against national treasuries.  We have
 
           19    efficient producers, but they must have access to
 
           20    a level playing field.
 
           21          Four, we believe that new negotiations must



 
           22    include in a recommitment to a binding agreement
 
           23    to resolve the sanitary and phytosanitary issues
 
           24    based on scientific principles.  We talked about
 
           25    that a lot today already, so I won't mention a
 
 
 
                                H & N COURT REPORTING
                                    (901) 323-3132



                                                              188
 
 
 
            1    whole lot on that.
 
            2          But I do want to mention this, any change
 
            3    to the SPS Agreement will expose the sound
 
            4    scientific principles that's now imbedded in the
 
            5    provisions.  Now that's what EU wants is to
 
            6    change some of those and they'll just relish that
 
            7    to restrict revenue facilitator trade.  So I
 
            8    think we need to be very cautious on that.
 
            9          Fifth, the nest round should result in
 
           10    tariff equalization and increased market access
 
           11    by requiring U.S. trade to eliminate tariff
 
           12    barriers within a specific time frame.  All WTO
 
           13    member countries reduce tariffs, both bound and
 
           14    applied, in a manner that provides commercially
 
           15    meaningful access on an accelerated basis.
 
           16          Six, we must impose disciplines on state
 
           17    trading enterprises that distort the flow of
 
           18    trade in world markets.  Every effort that should
 
           19    be made to design an agreement that sheds light
 
           20    to practices of the way they practice and end the
 
           21    discriminatory practices.  Our producers have



 
           22    lost too many sales in third country markets due
 
           23    to the noncompetitive, nontransparent operations
 
           24    of STE's.
 
           25          Seven, we must ensure market access for
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            1    biotechnology products produced from genetically
 
            2    modified organisms.  We talked about that some
 
            3    this morning.
 
            4          Next, we must end the use of all tariff --
 
            5    nontariff barriers to trade.  These practices
 
            6    include but are not limited to domestic
 
            7    absorption requirements, discriminatory licensing
 
            8    procedures, price bands and administration of
 
            9    tariff rate quotas that prevent true competition.
 
           10          Finally, our negotiators must make changes
 
           11    to trading practices that would facilitate and
 
           12    shorten dispute resolution procedures and
 
           13    processes.  There is no reason why it should take
 
           14    two to three years to settle a dispute.  If you
 
           15    lose two years of marketing opportunities, you've
 
           16    lost it all.  That should not be allowed to
 
           17    happen.
 
           18          The future of Mississippi agriculture,
 
           19    which impacts over one fourth of our state's
 
           20    economy, is tied directly to open and growing
 
           21    world markets.  These eight points addressed will



 
           22    certainly help us in that.
 
           23          Mr. Secretary, a few months ago I visited
 
           24    in your office and I remember one thing you
 
           25    said.  We were talking about other issues, of
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            1    course, but remember that freight train you said
 
            2    was coming down the track and you were sure it
 
            3    was going to wreck?  The only thing I can see any
 
            4    different in that now is that it's a much longer
 
            5    freight train with a lot of box cars added to it
 
            6    and it's going to be a much bigger wreck if we're
 
            7    not careful.
 
            8          I think the United States has a tremendous
 
            9    opportunity before it to the world, to we as the
 
           10    producer.  To the industry that we are committed
 
           11    to opening new markets for U.S. agricultural.
 
           12    That concludes my remarks.  Thank you,
 
           13    Mr. Chairman.
 
           14                 MR. MANNING:  Our next presenter is
 
           15    Bob Good who represents Tyson Food from
 
           16    Springdale, Arkansas.
 
           17                 MR. GOOD:  Thank you and I
 
           18    appreciate the opportunity to address you on a
 
           19    little bit different subject of poultry, and,
 
           20    Earl, since I'm not a Reb or a Bulldog, I'm
 
           21    completely unbiased, but I heard a rumor that



 
           22    when the tornado came Ole Miss campus, it blue
 
           23    down the barn.
 
           24          They found three human skeletons when they
 
           25    started cleaning it up and they just returned
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            1    them yesterday by dental records and (inaudible)
 
            2    that those three guys were the women of the 1952
 
            3    hide and go seek contest.
 
            4          I hope I won't take but a few minutes of
 
            5    your time.  I just want to reiterate a few things
 
            6    that have happened in the poultry industry in the
 
            7    last three years.  Earl said I represent Tyson
 
            8    Foods.  I really represent the poultry industry.
 
            9          I worked for Tyson Foods and tried to
 
           10    retire two years ago.  They keep me on ten days a
 
           11    month to attend meetings and negotiate, so forth
 
           12    and so on, and I'm having the time of my life.
 
           13    I'm supposed to be retired but I work ten days a
 
           14    month for them and ten days a month for my wife
 
           15    and I try to form ten days a month.
 
           16          I have four poultry farms over in Arkansas
 
           17    and a timber farm here in Tennessee.  So it keeps
 
           18    me a little bit busy.  I'm also a member of
 
           19    Tennessee and Arkansas Farm Bureaus and I'm on
 
           20    the Arkansas Livestock and Poultry Commission
 
           21    which is the livestock counterpart of the plant



 
           22    board.
 
           23          The livestock and poultry commission and
 
           24    the plant board make up which part of agriculture
 
           25    if we had one in Arkansas.  So I don't know who I
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            1    help but I'm going tell you about the poultry
 
            2    industry.
 
            3          I almost feel like passing the plate
 
            4    because everybody that's spoken today we use
 
            5    something of their products except cotton.  We
 
            6    use rice meal in chicken feed.  We use 6.5
 
            7    million tons, Tyson Foods, uses 6.5 million tons
 
            8    of corn a year in their foods.
 
            9          They use 2.8 million tons of soybean and we
 
           10    use meet and bone meal in feeders and rice.  We
 
           11    use wood products for bedding.  We just about
 
           12    covered everything so I'm asking for subsidy from
 
           13    you guys to help us out.
 
           14          Up until a few years ago 18 percent of the
 
           15    poultry in the United States was exported.  About
 
           16    three and four years ago Russia suddenly decided
 
           17    for no apparent reason that they were going to
 
           18    embargo our United States poultry and they did
 
           19    it.
 
           20          For about five months they would not buy
 
           21    any U.S. poultry.  Through some really, really



 
           22    negotiating with Washington with the USDA and
 
           23    State Department and the poultry industry and
 
           24    several other people, when Vice-president Gore
 
           25    finally told them they would do six billion
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            1    dollars in guarantee loans, and the United States
 
            2    would not go back at them, within about four
 
            3    hours the whole thing was changed.
 
            4          So there was no reason for it.  They were
 
            5    saying that our poultry had a disease and our
 
            6    processing plants were not sanitary enough for
 
            7    them.  We sent them a letter.
 
            8          They came back and the people in the
 
            9    processing plant were covered with blood and
 
           10    manure and they were standing in entrails up to
 
           11    their knees and they (inaudible) the processing
 
           12    the poultry eaten up with disease and
 
           13    malnutrition, but our poultry was not good
 
           14    enough.
 
           15          So we support one thousand percent a
 
           16    science based center.  I mean, we have to have
 
           17    it.  If that from goes by the wayside, we're
 
           18    sunk.  So finally we got that.
 
           19          About six months later, or seven months
 
           20    later, China saw the report that was about 18
 
           21    months old that a ostrich in Oklahoma had been



 
           22    found zero positive serological for avian
 
           23    influenza.  They cultured the bird, they did
 
           24    everything.  The bird was not sick but China
 
           25    suddenly said, no more exports from the United
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            1    States because you have avian influence.
 
            2          We have not had avian influenza in our
 
            3    customer's poultry, high cap influenza, in our
 
            4    commercial poultry crop since 1984.  It was
 
            5    eradicated.  There's been some low path
 
            6    (phonetic) in some white (inaudible) in
 
            7    Pennsylvania.
 
            8          For the past two years it's gone down and I
 
            9    understand some low path was found in some ducks
 
           10    down in Texas just a couple weeks ago but those
 
           11    were destroyed.  We do not have avian influenza
 
           12    in our poultry.
 
           13          But for about three months we were
 
           14    embargoes for that.  So the embargo itself from
 
           15    Russia cost the U.S. poultry nearly 75 billion
 
           16    dollars and the one from China cost us 27 million
 
           17    dollars.
 
           18          Now the embargo by Russia, that's just the
 
           19    tip of the iceberg because leg quarters which we
 
           20    exported to Russia were selling for 55 cents a
 
           21    pound at that time, and with the Russia embargo



 
           22    some sold for as little as 15 cents a pound.  So
 
           23    you hog people don't give me a sad story.
 
           24          We had a terrible time.  This went on for
 
           25    five months and the price of leg quarters,
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            1    they're still selling for 25, 28 cents a pound
 
            2    and they were 55 cents a pound when the Russian
 
            3    embargo came.
 
            4          As we speak, Mexico has suddenly decided
 
            5    that we have to test all our birds that we export
 
            6    to Mexico.  China made start testing all or our
 
            7    breeder stock.  Our breeder stock was
 
            8    intermingled with our boilers.  So we had to test
 
            9    our breeder stock every 60 to 90 days, 36
 
           10    thousand tests last year on their breeders.
 
           11          Now Mexico has come back and said, hey, you
 
           12    have to test your broilers.  If you're going to
 
           13    export one pound of broiler meet from a flock,
 
           14    you have to test 35 birds out of that flock and
 
           15    it costs you 55 bucks.
 
           16          So we're negotiating with them right now.
 
           17    It looks like we've lost.  So we're going to do
 
           18    it until next April.  Hopefully in the interim we
 
           19    can negotiate them down so that we're disease
 
           20    free so there's no need to do all these tests.
 
           21    We can substitute the breeder testing for the



 
           22    broiler testing.  So far that has not worked.
 
           23          Also, as we speak, New Zealand has always
 
           24    kept us out by saying that they have no diseases
 
           25    in their poultry flocks and they would only let
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            1    us export to them canned or cooked product that
 
            2    had reached a temperature of 106 degrees.  That
 
            3    is no problem with a cooked product.
 
            4          But as of yesterday we had to have comments
 
            5    in as to why we wanted to even export cooked
 
            6    products to them because they ran a little study
 
            7    somewhere in the world and found that 160 degrees
 
            8    did not kill the bursal virus, which is
 
            9    ridiculous.
 
           10          We have all sorts of data that show that it
 
           11    does.  One hundred thirty, hundred and
 
           12    twenty-five degrees would kill it.  And we
 
           13    maintain that they probably got (inaudible)
 
           14    anyway, but we have no way of proving it.
 
           15          But Tyson Foods alone amounts to about 28
 
           16    percent of the production in the United States.
 
           17    We place about 48 million chicks a week and
 
           18    processed three percent, four percent less than
 
           19    that, whatever that is.
 
           20          So you can see that last year approximately
 
           21    12 percent of Tyson Foods product was exported



 
           22    which amounted to pretty close to somewhere in
 
           23    the vicinity, and I'm sorry I don't have that
 
           24    figure.  I was on vacation when I got a call to
 
           25    be here.  I was logging over on my farm and I
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            1    came by here on my way to Arkansas.
 
            2          It comes out to about seven hundred million
 
            3    dollars a year in exports and we have to maintain
 
            4    that.
 
            5          So I ask you, please, in your
 
            6    negotiations -- someone mentioned it today and I
 
            7    want to reiterate it -- when you send a
 
            8    negotiator, please have an expert or two from the
 
            9    poultry industry go because in the past the
 
           10    negotiations have been done and they come back
 
           11    and tell us what to do and it's completely out of
 
           12    left field and we can't do it, but there's a way
 
           13    to do it that would be extremely reasonable for
 
           14    us.
 
           15          So ask a couple of poultry experts from the
 
           16    field out here to go and be with you as someone
 
           17    said sitting next to your or two or three seats
 
           18    back and when they start asking for something
 
           19    ridiculous we can tell them, we can't do that
 
           20    economically but we can do this instead.
 
           21          I want to reiterate, for goodness sakes,



 
           22    don't let those science based standards go.
 
           23    We're sunk if you do.  I appreciate very much
 
           24    being here.  Thank you.
 
           25                 MR. SCHUMACHER:  Thank you very
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            1    much.
 
            2                 MR. MANNING:  Monty Bohanon
 
            3    representing Riceland Foods.   He's executive
 
            4    staff.
 
            5                 MR. BOHANON:  I understand that
 
            6    we're pretty short on time and so I will make
 
            7    this fairly short.  I am pleased to be hear today
 
            8    to give you insights on the rice industry views
 
            9    regarding trade and trade policy that is critical
 
           10    to our industry's success.
 
           11          I represent Riceland Foods, Incorporated,
 
           12    headquartered in Stuttgart, Arkansas.  Riceland
 
           13    is a farmer owned cooperative serving rice
 
           14    farmers in Arkansas, Mississippi, Missouri,
 
           15    Louisiana and Texas.  Riceland markets
 
           16    approximately 25 percent of the national rice
 
           17    crop and about 30 percent of that grown in the
 
           18    South.
 
           19          Improving trade and trade policy are of
 
           20    utmost importance to the U.S. rice industry to
 
           21    insure that we remain viable.  The volume of



 
           22    exports usually is the dominating factor in
 
           23    determining the prices our growers receive for
 
           24    their rice.
 
           25          Although domestic U.S. rice consumption has
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            1    increased dramatically during the past 15 years,

            2    exports continue to be extremely important to our
 

 
            4    production is exported.

            5          Last year the industry exported rice to
 

 
            7    rice to more than 50 countries.  The rice

            8    industry has had success from recent
 

 
           10          The North American Free Trade Agreement has

           11    given our industry access to a market that
 

 
           13    NAFTA has transformed Mexico from state trading

           14    of rice to an open market restricted only by
 

 
           16    the leading export market for U.S. rice during

           17    the past three years.
 

 
           19    Japan agreed to import a share of its domestic

           20    consumption from the outside world.  This
 



 
           22    U.S. rice industry.
 
           23          We at Riceland support complete removal of
 
           24    agricultural trade sanctions.  Probably no U.S.
 
           25    commodity or product has suffered more from U.S.
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            1    trade sanctions than has rice.
 
            2          Three times we have lost leading exports to
 
            3    markets as a result of the U.S. government
 
            4    imposing sanctions on exports to specific
 
            5    countries, Cuba in 1963, Iraq in 1990 and Iran in
 
            6    1995.
 
            7          As you are aware, the administration
 
            8    recently eased restrictions on trade to certain
 
            9    countries.  The most recent being Iran, Sudan,
 
           10    Libya on April 28.
 
           11          It is interesting when on this announcement
 
           12    we at Riceland received a message from a former
 
           13    customer in Iran asking for price quotes for U.S.
 
           14    rice for export to Iran.  Undoubtedly memories of
 
           15    the taste of high quality of U.S. rice still
 
           16    linger in Iran.
 
           17          Unfortunately, the policy initiated by the
 
           18    Administration on April 28 is not the one we
 
           19    originally anticipated.  It appears as if the
 
           20    Administration is intending to put in place a
 
           21    system of export licensing for trade with these



 
           22    three countries.

           23          Riceland sees the Administration's proposal
 

 
           25    the other market that the Administration recently
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            2    medicine.  However, we can only export rice to

            3    Cuba if we can find a commercial buyer there.
 

 
            5    market in Cuba, only state trading which leads me

            6    to another objective, the World Trade
 

 
            8    trading enterprises.

            9          State trading enterprises maintain controls
 

 
           11    from participating in rice importation.  This
 
           12    prevents U.S. exporters from having direct access
 
           13    to viable markets.  This distorts trade and puts
 
           14    U.S. rice exporters at a serious disadvantage in
 
           15    several key markets.
 
           16          The elimination of preferential tariffs is
 
           17    also important to the U.S. rice industry.  Most
 
           18    notably, Uruguay and Argentina's duty-free access
 
           19    to Brazil's rice market while U.S. exports are
 
           20    subject to applied tariffs.
 
           21          Uruguayan suppliers also enjoy duty-free



 
           22    access to the Mexican rice market.  Due to a
 
           23    preferential bilateral agreement negotiated
 
           24    between Uruguay and Mexico, the NAFTA partners
 
           25    which Uruguay is not a part of, are still at a
 
 
 
                                H & N COURT REPORTING
                                    (901) 323-3132



                                                              202
 
 
 
            1    disadvantage in the Mexican rice market.  Similar
 
            2    unfair trading practices are prevalent throughout
 
            3    the Central and South American rice markets.
 
            4          Another important issue that we see in the
 
            5    future is biotechnology as it pertains to rice.
 
            6    Riceland supports biotechnology but realizes work
 
            7    needs to be done for GMO products to gain market
 
            8    acceptance.
 
            9          Riceland sees WTO negotiations with the
 
           10    European Union as critical to prevent genetically
 
           11    modified rice from being restricted from this
 
           12    market as other GMO crops have been.
 
           13          Finally, I would like to mention that
 
           14    Riceland supports agriculture being included in
 
           15    comprehensive WTO negotiations.  Under no
 
           16    circumstances do we see benefits from agriculture
 
           17    being separated out during negotiations.  Thank
 
           18    you.
 
           19                 MR. MANNING:  Next presenter is
 
           20    Bruce Friedman, president of South State
 
           21    Forwarding.



 
           22                 MR. FRIEDMAN:  Greetings.  My name

           23    is Bruce Friedman.  My company is Southern States
 

 
           25    exports.  And first is primarily geared toward
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            2    close to me.

            3          As a quarterly process on average 205 issue
 

 
            5    issued by the U.S. Department of Agriculture and

            6    the Texas Department of Agriculture.  It would be
 

 
            8    (inaudible) certificates.

            9          At 40 dollars apiece, 50 dollars apiece we
 

 
           11    Texas 9200 dollars a month, or 8000 dollars a

           12    which would be revenue to the State of Tennessee
 

 
           14    (inaudible.)

           15          There is no great inspection called for
 

 
           17    compliance and it would make it a cost benefit to

           18    you and a speed benefit to me.
 

 
           20    certificates are the rules.  If cotton comes from

           21    an area free of the pink boll worm, why does it



 
           22    have to be fumigated.
 
           23          We have rules under excerpt that state that
 
           24    cotton might not need to be fumigated if it's
 
           25    going to Peru, but it's dependent upon an import
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            1    permit from China or Peru or Pakistan, whatever
 
            2    that import permit states supersedes whatever we
 
            3    have in phytosanitary rules and regulations.
 
            4          If I'm trying to advise the seller what to
 
            5    do, I don't know exactly what's going to happen
 
            6    until active letter of credit has been opened and
 
            7    that import permit is finally issued.
 
            8          It's a barrier to trade that makes a seller
 
            9    afraid to sell if he finds out after the fact
 
           10    that it's going to be vacuum fumigated under
 
           11    federal inspections as compared to no fumigation
 
           12    at all.
 
           13          I would also like to see whether we're
 
           14    importing or exporting cotton, if a bale is
 
           15    improperly depressed to 23 or 28 pounds per cubic
 
           16    foot, I would like to see the whole fumigation
 
           17    issue being thrown out.
 
           18          There is no way an animal can survive
 
           19    inside that kind of depression and if there's a
 
           20    boweevil outside the bale, it's going to be
 
           21    obvious when you're loading or unloading, which



 
           22    is expected, and at that point the individual
 
           23    USDA officer or warehouse can reject the load and
 
           24    have it sent for fumigation.  There are USDA
 
           25    officers in the field who have suggested this to
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            1    me and asked me to bring it up.
 

 
            3    for is you to consider refunding step two program

            4    which will help exports in cotton.
 

 
            6    time.  Do you have any questions?

            7                 MR. SCHUMACHER:  We'll be glad to
 

 
            9    phytosanitary certificates.  That does make a

           10    whole lot of sense.  I will certainly bring it up
 

 
           12    (inaudible) that issue.  Thank you.

           13                 MR. MANNING:  Jerry Lee Bogard is a
 

 
           15    come to the podium, please.

           16                 MR. BOGARD:  Thank you very much to
 

 
           18    your indulgence today and you have been very

           19    attentive which I'm sure everyone here
 

 
           21    brief.



 
           22          I want to address an issue that concerns
 
           23    me.  I am a licensed farmer in Arkansas.  I also
 
           24    have business in Southeast Asia that are rice
 
           25    related in the last five years.  Principally in
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            1    Thailand, Vietnam and Malaysia (inaudible.)  I
 
            2    have an operation in the Western half of
 
            3    (inaudible.)
 
            4          So the issue I want to address today is how
 
            5    when we go to the table and trade and you look at
 
            6    Thailand, for example, we look at an import
 
            7    situation that Thailand is exporting out in the
 
            8    U.S. somewhere upwards of 450 thousand tons this
 
            9    year of what will principally be (inaudible) and
 
           10    Jasmine rice.
 
           11          Now it's interesting to see the correlation
 
           12    when we look at IMF dollars the rise in their
 
           13    exporting capabilities in the United States.
 
           14    Having been inside their system and seen how it
 
           15    works, I know they have many hidden subsidies.
 
           16          The farming population as you know
 
           17    represents considerably less than five percent of
 
           18    our population.  However, when you to into a
 
           19    country like Thailand over 50 percent of the
 
           20    population work directly with agriculture with
 
           21    rice being a predominant factor in their system.



 

 
           23    fertilizer; they subsidize chemicals, both

           24    pesticide as well as herbicide and (inaudible)
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            1          So when we go to the table and we negotiate
 

 
            3    every time we put an IMF dollar for which we

            4    fund, we the United States fund a principle
 

 
            6    subsidizing their production agricultural

            7    systems.
 

 
            9    through technological advances, which we have

           10    also.  I would cite to you their recent
 

 
           12    this particular product so popular here in the

           13    U.S., Jasmine rice.
 

 
           15    over one million tons in 2002.  They could not do

           16    this without our indirect assistance in the
 

 
           18          Now I'm not here trying to tell you that

           19    you need to redirect our foreign policy through
 

 
           21    that these are issue are very sensitive and they



 
           22    directly affect our American agriculture.
 
           23          Final point, Thailand has the highest
 
           24    herbicidal residue content in their food products
 
           25    than any country in the world.
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            1          We do not make them test and produce a
 
            2    certificate in a country where we are so health
 
            3    conscious, and the average consumer is so aware
 
            4    of what we, production agriculture, may or may
 
            5    not use in terms of and (inaudible) in terms of
 
            6    what we spray our grain products with.
 
            7          I think it makes very little sense for us
 
            8    to subsidize indirectly a system that exports
 
            9    into our country large volumes of grain while we
 
           10    have historically low prices today and do not
 
           11    have to adhere to the same environmental
 
           12    standards, whether it be phytosanitary conditions
 
           13    or test for herbicidal residue or (inaudible)
 
           14    residue in their products and have to label them.
 
           15          Certainly on cigarette we have read the
 
           16    label.  I would say to you that any level of
 
           17    herbicide residue that is as high and rated the
 
           18    highest content in the world, it's something that
 
           19    certainly should be a negotiating tool when we
 
           20    look at cross trade.
 
           21          When there are no facts (inaudible) taxes



           22    or duties and tariffs a very, very small amounts
 

 
           24    when I sell them a product over there, I have to

           25    pay 27 percent.
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            1          So it makes little sense when we're dealing
 

 
            3    populations the vast majority of which work in

            4    production agriculture and we represent such a
 

 
            6    the issues.

            7          We're not going to change the Asian culture
 

 
            9    change, in my opinion, the European's

           10    determination to seek out underdeveloping nations
 

 
           12          However, we can be smart about how we cross

           13    trade, what the line should be in terms of the
 

 
           15    much.

           16                 MR. SCHUMACHER:  Very briefly, I
 
           17    wasn't aware that on the issue of the chemical

           18    residue?
 

 
           20                 MR. SCHUMACHER:  How do you indicate

           21    that that is just generally specifically Jasmine



 
           22    rice imported in the country?
 
           23                 MR. BOGARD:  I was being specific to
 
           24    rice.  Let me tell you, I worked in a field study
 
           25    with the Department of Agriculture in Thailand in
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            1    conjunction with the Rice Research Institute
 
            2    beginning in 1994 running through '97.
 
            3          There were no restrictions -- for example,
 
            4    airborne spores and airborne fungus are common in
 
            5    the U.S. called blasts (phonetic).  It's very
 
            6    common in the tropical regions of Thailand.
 
            7          Jasmine rice is one of the most susceptible
 
            8    varieties in the world of blasts, okay?  We are
 
            9    restricted to a very small number of products
 
           10    that we spray on our rice for blasts, for
 
           11    protection, plant protection.
 
           12          We are also restricted from the timing of
 
           13    that because of the residue and the fungicide
 
           14    with can be harmful if applied to their harvest.
 
           15    It may be maybe carried over on the grain for
 
           16    consumption.
 
           17          There are no restrictions.  I've seen it in
 
           18    Thailand and Vietnam both.  I have seen them
 
           19    apply ten times.  I've seen them apply it up to
 
           20    five days before harvesting, even though that
 
           21    made little or no economic sense.



 
           22          My point is there are no restrictions.
 
           23    They're using heavy metals.  The gentleman from
 
           24    Louisiana that referred to DDT?  That's common.
 
           25    They have snails in Thailand and throughout
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            1    Southeast Asia they're a big, big problem for

            2    them.  They're like the army worm in the U.S., so
 

 
            4          The way they eradicate snails is with DDT.

            5    Other pesticides that have been restricted for
 

 
            7    there.

            8          Now I'm not saying to you that we should go
 

 
           10    anymore because if it's economically feasible for

           11    them to consume that in their domestic society,
 

 
           13          But what I am saying to you is for them to

           14    bring that same product here in the United
 

 
           16    to increase the involve for funding indirectly

           17    were giving them for production agriculture and
 

 
           19    what it's been sprayed with or determine what the

           20    levels of residue are is ludicrous.
 



 
           22    judge if we were to subject our customers here in
 
           23    the U.S. to that sort of a product.  In fact, if
 
           24    we did that, our products would be quarantined
 
           25    and we would not be allowed to sell them and
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            1    would have to be disposed of in some sort of
 
            2    incinerator.
 
            3          So to bring mass quantities into this
 
            4    country under those conditions and not be very
 
            5    aware of that, you raise these sort of issues
 
            6    further creates, quote, unquote an unlevel
 
            7    playing field.  I thank you very much.
 
            8                 MR. MANNING:  I would like to thank
 
            9    all of the presenters.  You have stated your case
 
           10    very clearly and have addressed the topics that
 
           11    were under consideration and we're indebted to
 
           12    you.
 
           13          We're also indebted to the panel for coming
 
           14    today and to the Tennessee Department of
 
           15    Agriculture for hosting this arrangement.  Do we
 
           16    have any closing remarks from the Department of
 
           17    State?
 
           18                 MS. WINTON:  Only to thank all of
 
           19    the presenters for making their statements.  I
 
           20    took very careful notes and will bring back all
 
           21    20 statements to the policymakers as we prepare



 
           22    for the next round.  So thank you all.

           23                 MR. MANNING:  The U.S. Trade
 

 
           25                 MS. CUMMINGS:  Again, my thanks and

 
 

                                    (901) 323-3132



                                                              213

 
 

 
            2    and both for substance and also for a change of

            3    venue and I appreciated the opportunity to hear
 

 
            5          I thought they were all well articulated

            6    and of substance and as Amy said, we will take it
 

 
            8    dialogue back in Washington when your

            9    representatives come through.  Thank you very
 

 
           11                 MR. MANNING:  And from the

           12    Department of Agriculture, Mr. Schumacher, do you
 

 
           14                 MR. SCHUMACHER:  I think we should

           15    give Earl -- he's the dean and he was very
 

 
           17    doing a wonderful full job.

           18                 MR. MANNING:  Commissioner Wheeler,
 

 
           20    you have and parting words for the Commission.

           21                 MR. LOUIS:  Let me assure you that



 
           22    I'm here I'm not going to talk long in the
 
           23    interests of time, but I do want to say a lot of
 
           24    thank yous.  Thank you our staff, Joe Hanes and
 
           25    his folks who have done all the hard work to make
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            1    this happen.
 
            2          Mr. Manning has been mentioned as the dean
 
            3    of our ag journalism in this part of the world.
 
            4    He's also a distinguished southern gentleman,
 
            5    which we take very seriously down here.
 
            6          I recall about a month ago being at a
 
            7    political rally.  A lot of us can relate to that
 
            8    perhaps up here.  The moderator had a calendar
 
            9    saying something interesting about an elected
 
           10    official followed by an elected official followed
 
           11    by an elected official.
 
           12          By the end of the day all that was left to
 
           13    say was everything has been said but not
 
           14    everybody has had a chance to say it.  So that
 
           15    was a good talking session.
 
           16          I think today was a good listening session
 
           17    and I appreciate our friends from Washington who
 
           18    have come down to Tennessee to listen.  That
 
           19    doesn't happen that often.
 
           20          I think today we had a lot of diverse
 
           21    opinions, a lot of diverse economy, a lot of



 
           22    diverse agriculture and forestry.  Hopefully you
 
           23    will take back some strong themes and messages
 
           24    and we appreciate that.
 
           25          Our state seal in Tennessee has two
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            1    prominent words on there, agriculture and

            2    commerce.  That made sense 200 years ago.
 

 
            4    all the markets were down river.  I guess in a

            5    big world they're down river (inaudible).
 

 
            7    of Addison, Tennessee, in Robertson County.

            8    Folks that latch together (inaudible) in the back
 

 
           10    in Memphis or made its way to New Orleans.

           11          A lot of value has been added since then
 

 
           13    now.  Hopefully 200 years from now we're all

           14    successful in our negotiations the successful,
 

 
           16          So we appreciate your attendance and

           17    patience, your willingness to participate.  Have
 

 
           19                 (Session concluded at approximately

           20    4:30 p.m.)
 



 
           22
 
           23
 
           24
 
           25
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